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Economic Consequences of 


Organized Violence 


N THE writing of economic history at present there is a tendency to 

focus attention on the quantity of material goods and of people. This 
is not because economists seriously maintain that the chief end of man is 
to produce a maximum population, each member of which has at his 
disposal a maximum amount of material things. I do not think many 
economists or economic historians hold such a materialistic belief—why 
then would they choose to be professors? We merely write as if we did, 
or at least we too often write so that we can be thus misinterpreted; 
and we are the more likely to be thus misinterpreted because the great 
political powers of the present, the United States and the Soviet Union, 
using different ideologies, each extols, paradoxically, its material pro- 
ductivity as proof of the force and validity of its ideals. 

In the past a major concern in economic history—from Adam Smith 
and Karl Marx to Gustav Schmoller and Richard Tawney-—has been 
dissecting the forms of justice and injustice in economic life. Many of 
its most enthusiastic students were attracted to economic history by this 
concern, sometimes passionately avowed, sometimes calmly assumed. 
They expressed it through indignation and satire, for as historians they 
wrote mainly about injustice, searching for more perfect justice by 
elimination, by examining alternatives. I hope we continue the search. 

I have placed this profession of faith at the beginning because the 
way in which I will approach my main theme lays me open to the 
common misinterpretation. I wish to explore the possibilities of discuss- 
ing governments as one among the many organizations producing 
goods and services, and specifically as the producer of a service I will 
call protection. I will leave aside initially any consideration of justice, 
will center attention on material wealth, and may even seem to speak 


cold-bloodedly of brute force. 
401 
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Economic theory has dealt at length with some of the functions 
performed by the state, for example, with monetary policy, but has had 
relatively little to say about the military and judicial activity which 
may be regarded as the essence of government and which bulks largest 
in history. Economic theorists have generally traditionally defined 
their subject so as to exclude analysis of the use of violence. One of the 
tasks of economic history is to overcome that exclusion. Looking back 
over the centuries, or even if looking only at the present, we can clearly 
observe that many men have made their living, often a very good living, 
from their special skill in applying weapons of violence, and that their 
activities have had a very large part in determining what uses were 
made of scarce resources. 

Men specializing in warfare appear very early in the history of the 
division of labor and were at an early date organized into large enter- 
prises. In the use of violence there were obviously great advantages of 
scale when competing with rival violence-using enterprises or establish- 
ing a territorial monopoly. This fact is basic for the economic analysis 
of one aspect of government: the violence-using, violence-controlling 
industry was a natural monopoly, at least on land. Within territorial 
limits the service it rendered could be produced much more cheaply by 
a monopoly. To be sure, there have been times when violence-using 
enterprises competed in demanding payments for protection in almost 
the same territory, for example, during the Thirty Years’ War in 
Germany. But such a situation was even more uneconomic than would 
be competition in the same territories between rival telephone systems. 
Competing police forces were even more inefficient than competing fire 
companies. A monopoly of the use of force within a contiguous territory 
enabled a protection-producing enterprise to improve its product and 
reduce its costs. 

The use of violence, I am maintaining, is to be considered a produc- 
tive activity, at least in some cases, and governments would have to be 
considered producers of a part of the total economic output even if 
they had no other function than the use and control of violence.’ To be 


1 Strictly speaking, the production of protection depends on the control of violence; the use 
of violence is only one among a number of possible means to that end. Theoretically one might 
say that violence is productive when it is used to control violence and is not productive when 
it is used to transfer wealth from one person to another. In regard to advertising and salesman- 
ship in general, a comparable distinction would declare them productive when they increase 
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sure, an armed robber renders no service by his robbery; but the police 
that protect us from robbers, and the courts that protect the rights of 
the citizen even against the police, do, it is commonly agreed, render a 
service. Difficulties begin when we consider the racketeer who collects 
payments for “protection” against a violence that he himself threatens, 
and who actually supplies a sort of “black-market” protection in return, 
suppressing rival gangsters. Such borderline cases may not be important 
in analyzing the economic life of modern America, but they are far 
from negligible when we consider the violence-using and violence- 
controlling enterprises of Europe during the millennium between a.p. 
700 and 1700. Which princes were rendering the service of police? 
Which were racketeers or even plunderers? A plunderer could become 
in effect the chief.of police as soon as he regularized his “take,” adapted 
it to the capacity to pay, defended his preserve against other plunderers, 
and maintained his tergitorial monopoly long enough for custom to 
make it legitimate. 9 >"> 

Whether a government was engaged in pure policing and defensive 
war, or was in contrast a kind of “racket,” imposing payments by its 
use of violence against those who refused to pay, is important from 
several points of view, some of which I will consider later.” Most actual 





a consumer's knowledge of products available and of his own needs, but unproductive when 
they cause the consumer to misjudge the products available and to be confused about his own 
wants. It would be difficult to apply such a distinction in analyzing advertising budgets, and 
it would be similarly difficult to apply the first distinction in analyzing governmental budgets, 
for courts and police are used to collect taxes as well as to control robbers, and in the collection 
of taxes the control of violence is used to transfer wealth from the taxpayer to someone else. 
The question is: What does the taxpayer receive in return? 

2If a government rendered no service except “protection,” the taxes it collected might theo- 
retically be divided into two categories: a part that were payments for the service rendered and 
another part that one is tempted to call plunder. How distinguish between them, even in 
theory? 

1. One might consider as payment for service only what had to be paid in order to be pro- 
tected from third parties and call plunder all that was exacted under threat of violent seizure 
by the government itself. But this distinction would be of very limited usefulness. Only in some 
aspects of the feudal system and of early maritime trade did violence-controlling enterprises 
punish refusals to pay their price, not by themselves using violence against refusers, but merely 
by leaving them exposed to the violence of third parties. Even governments that sendered good 
service required payments for it (but see note 5 below on forced sales). 

2. One might consider as payment for service the amount the government collected to cover 
its necessary costs, all else as plunder. I attempt below some analysis along this line but do not 
in this connection use the word plunder. I would prefer to reserve it for the extreme case, 
namely: 

3. Plunder I would define as the exaction by a violence-using enterprise of such large pay- 
ments from another enterprise that the other enterprise is unable to keep up such payments and 
also maintain its production. I am inclined to stretch the phrase “payments for protection” to 
cover all exactions below this limit, even if they are in excess of real or necessary costs and are 
imposed by the violence of the collecting enterprise itself. 
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governments were probably a mixture. But in any case the payments 
that these governments collected were, from the point of view of the 
enterprises that made payments to them, the prices that they had to pay 
to avoid more severe losses. On the frontiers and on the high seas, 
where no one had an enduring monopoly in the use of violence, 
merchants avoided payment of exactions which were so high that pro- 
tection could be obtained more cheaply by other means. On land or 
sea, the protection received was far from perfect; we might say that 
the service being rendered by the protection-producing enterprises was 
of poor quality and outrageously overpriced, but poor as it was, it was 
still for most enterprises most of the time a service for which they had 
to pay. Without it they could not operate. Although wasteful by ideal 
standards, the payments for protection were one of various kinds of 
waste built into the social organization.° 

Some useful distinctions between payments proportionate to the 
service rendered and payments not proportionate to any service will 
appear from examining how the costs and income of the violence-con- 
trolling enterprise were affected by its monopolistic character. Once it 
had eliminated from the territory of its monopoly all competing 
specialists in the use of violence, it could reduce the costs of policing 
that territory and of exacting payments from its farmers, craftsmen, 
and local traders.* It could reduce the costs it incurred in producing and 
selling protection, unless there was a dangerous threat from outside. 
Costs could be further reduced if the government acquired legitimacy, 
either through mere time and custom, or through ceremonial and 
religious acts, or through any forms of appeal to opinion that established 
legitimacy and were less costly ways of controlling violence than ex- 
penditure on the police force. 

Reduction in the costs of a protection-producing enterprise did not 
necessarily lead to any reduction in its exactions. Being a monopoly, 

3 Compare the discussion of military expenditure as part of national income, and the com- 
parison with deceptive advertising, in Simon Kuznets, National Product in Wartime (New 
York: National Bureau of Economic Research, 1943), pp. 4-7. 

4Crudely, this means only that military expenditures were higher in times of civil war, 
which is obvious enough. A more careful historical analysis would have to consider how 
changes in the art of war, in transportation, etc., have changed the advantages and disadvan- 
tages of scale for violence-using enterprises and thus have changed the amount of territory 
embraced by a “natural monopoly.” In much of medieval Europe, governing more terri- 
tory than one province brought disadvantages of scale. In contrast, by the seventeenth century 
it had become almost impossible for a government to maintain against outsiders its monopoly 
of even a single province unless its military establishment was strong enough to conquer a 
national kingdom. The size of the natural monopolies have changed, and there have been 
periods of competition and higher costs of protection while new natural monopolies in accord 


with new techniques were being established. In our age of atomic weapons there is perhaps 
no natural monopoly smaller than the whole world. 
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it could keep up its “sales price” or even raise the price up to the point 
at which it encountered a kind of sales resistance, namely, difficulty 
in collecting taxes, or at which it invited the entrance of a competitor 
into the territory monopolized.’ Lowering costs, while establishing 
the highest prices the trafic would bear, gave the protection-con- 
trolling enterprise an excess of income over costs. This was a special 
kind of monopoly profit (or producer’s surplus) which it seems 
appropriate to call, for convenience, by the name of tribute. 

Of course if the violence-controlling enterprise behaved as a govern- 
ment should according to our democratic ideal, it would take no tribute. 
It would lower the prices charged for protection as fast as it was able to 
lower the cost. A government can be expected to behave that way if it 
is in fact controlled by its customers, as it is supposed to be in the theory 
of representative government. But during most of history governments 
have not been democratic; the protection-producing enterprises were 
not controlled by the totality of other producers and consumers. They 
have been in the hands of a separate group or class pursuing distinct 
purposes of their own. In so far as they rationalized the economics of 


5 To the objection that a “forced sale” is really no “sale” at all, and that concepts applicable 
to exchange do not apply, it may be answered: 

1. “Forced” is a matter of degree. At one extreme the “buyer” may have the alternative of 
payment or death, or taking extreme chances of dying. This choice faces not only those who 
pay for “protection” but also those who depend for water on a supplier who has a monopoly 
of the supply. During a desperate famine many buyers of food have only this choice. In some 
cases of illness patients are in this sense practically forced to agree to the fee asked. Such extreme 
cases may arise more often in the purchase of protection than in the purchase of water, food, 
or medical care, but the purchaser of protection has very often had other, less extreme, alter- 
natives. 

2. Admittedly, protection is not as easily divisible as is water, and the amounts paid to a 
monopoly for protection cannot so easily be varied in accordance with the amount received as 
is done when water is purchased from a monopoly. But many other goods and services are also 
of very limited divisibility. Again, the fees of a hospital which is the only one within reach 
come to mind. And there have been many historical situations in which the amount of protection 
may be said to have depended on the amount and form of the payment made. The amount of 
protection may be measured in time, in space, in the degree of risk, and in the range of the 
activities that are protected. 

3. Calling the taxpayer a purchaser of protection is no more inadmissible than saying that the 
servile laborers of an eastern German landlord were ‘“‘selling” their labor services to their land- 
lord, yet an economist describes that situation by saying: “The Lord of the manor was a 
monopsonist with a closed demand” (Walter Eucken, The Foundations of Economics {London: 
Hodge, 1950], p. 155). When laborers had to work for the landlord at the wage he offered 
or else have no means of livelihood, there was a “forced sale’ with the ‘force’ in the hands 
of the buyer. 

4. “Sales resistance’ by taxpayers might take the form of flights into the “desert,” as in 
Ptolemaic or Roman Egypt, or of serfs running away from their seignioral lords to towns 
where they could hide for a year and a day. It might take the form of local riots against tax 
collectors, or pot shots by moonshiners at revenuers. In border regions it could take the form 
of smuggling, so that a salt tax, for example, could be higher in the center of a kingdom than 
on the frontiers. These examples suggest that many taxpayers could find alternatives to the more 
excessive of the payments demanded. 
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the violence-controlling enterprise, they pursued aims diverse from that 
of serving customers by maximizing the quality of their service and 
minimizing the price charged for it. Two other goals were in fact 
probably more frequently sought. 

A great many protection-producing enterprises were controlled by 
the upper ranks of the army and police, in short, by their top manage- 
ment. In such cases we might say that their primary objective was 
preserving the life of the firm, and that maximizing size was more 
important than maximizing profits. Sometimes the rank and file of 
the army and other employees controlled or at least limited the policies 
followed, although their methods were different than those of modern 
labor unions. When employees as a whole controlled, they had little 
interest in minimizing the amounts exacted for protection and none in 
minimizing that large part of costs represented by labor costs, by their 
own salaries. Maximizing size was more to their taste also. 

A different principle prevailed in those governments controlled by 
a prince or emperor so absolute that he could be considered the owner 
of the protection-producing enterprise. An interest in maximizing 
profits would lead him, while maintaining prices, to try to reduce his 
costs. He would, like Henry VII of England or Louis XI of France, use 
inexpensive wiles, at least as inexpensive devices as possible, to affirm 
his legitimacy, to maintain domestic order, and to distract neighboring 
princes so that his own military expenses could be low. From lowered 
costs, or from the increased exactions made possible by the firmness of 
his monopoly, or from the combination, he accumulated a surplus, the 
kind of monopolistic profit which I am calling tribute. 

Modern discussions of fiscal policies are full of references to their 
effect on full employment and the redress of social inequalities. In a 
modern context it may be shocking to consider government a profit- 
seeking enterprise. But in the feudal system a fief holder was expected 
to manage his fief with an eye to profit. The successful baron might 
disdain bourgeois haggling over merchandise, but he was an expert 
in using military and governmental means of making money. This 
mixed conception of private and public enterprise carried over from 
feudalism into the building of the absolute states at the end of the 
Middle Ages.® Moreover, in that period governments were so insecure 





6 Some aspects of the mixture of governmental and business enterprise and their gradual 
differentiation are considered in my “Force and Enterprise in the Creation of Oceanic Com- 
merce,” The Tasks of Economic History, supplemental issue of THE JouRNAL oF Economic 
History, X (1950), 19-30. 
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and the limits of their territorial monopolies so uncertain that the 
princes at the head of protection-producing enterprises faced necessities 
that approximated those of competition. They often had to act on the 
principle of maximizing profits if their competitors were not to bid 
away from them their resources and their customers. Of course, while 
their situation was really that difficult, they enjoyed no monopoly and 
made no monopoly profit; but having surmounted it, as Louis IX did, 
the princes continued their pursuit of profit and organized a bureauc- 
racy devoted to that aim. Between governmental enterprise and other 
kinds, the difference in regard to the degree and the principles of 
rationalization is considerable, but it is becoming less as more other 
enterprises become monopolistic and affected with a public interest. 
It was less, for converse reasons, during the period when European 
governments were more or less feudal, kings considered their realms 
personal possessions, and kings and chartered companies mixed trade 
and violence in their competition for colonial empires. 

When a protection-producing enterprise operated at a profit, the 
profit or tribute generally went not to one person only, the prince, but 
to a group of which he was the focus, dispensing gifts, pensions, 
sinecures, and important offices. If a king had to spend all his income 
on army and police, then he had no profit, no tribute to keep or give 
away—all his income was consumed in the costs of the governing 
enterprise. In fact, large profits were made in early modern times by 
the suppliers from whom princes bought military services, by the mili- 
tary entrepreneurs who undertook to recruit, organize, finance, and 
perhaps command bodies of soldiers.’ Judicial and fiscal services as 
well as military forces were obtained from suppliers who used govern- 
mental powers for their personal profit. Lacking effective bureau- 
cracies, princely enterprises contracted out so much of their violence- 
using activities that subcontractors made large profits and the subcon- 
tractors should perhaps be considered the chief recipients of the tribute 


7 Military entrepreneurs are being fruitfully studied by Fritz Redlich, who has nearing com- 
pletion a two-volume work to be published by the Harvard University Press. By-products that 
have already appeared are “Der Marketender,” Vierteljahrschrift ftir Soztal- und Wirtschafts- 
geschichte, XLI (1954), 227-52; De Praeda Militari: Looting and Booty, 1500-1815 (Beihefte 
39 of the Vierteljahrschrift fiir Sozial- und Wirtschaftsgeschichte, Wiesbaden, 1956); and 
“Military Entrepreneurship and the Credit System in the 16th and 17th Centuries,” Kyklos, X 
(1957), 186-93. 

8 Tax farmers are one example. The officeholder who uses his office as an enterprise of which 
he seeks to maximize the income is discussed in a different context but in terms significant in 
relation to my theme by Jacob von Klaveren, “Die historische Erscheinung der Korruption,” 
Vierteljahrschrift ftir Sozial- und Wirtschaftsgeschichte, XLI (Dec. 1957), 291 ff. 
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collected by maintaining at high level the exactions of government. 
And in addition the court of a Renaissance prince contained many 
favored courtiers who received in gifts and pensions much more than 
was necessary to enable or induce them to perform any service con- 
nected with protection. 

What difference did it make to the rest of society, one may ask, so 
long as the exactions of the government were at the same level, whether 
it was or was not reducing its expenditure on violence? A large differ- 
ence. Reduction in the costs of producing protection freed resources 
for other uses, whether or not the price was reduced. If there was a 
reduction in the cost of production and no reduction in price, the result- 
ing profit or tribute could be spent in new kinds of consumption, or 
be hoarded or invested. This is what distinguishes tribute from the 
labor costs incurred in hiring generals, soldiers, police, tax collectors, 
and legal officers. As a practical matter the distinction would be difficult 
to apply, I suppose, in any statistical analysis of royal expenditure, but 
there was enough conspicuous consumption at Renaissance courts to 
indicate that a part of the revenue collected and dispensed in the 
king’s name was not consumed on necessities, not even military 
necessities. The expenditure of tribute for luxuries or wants previously 





unsatisfied stimulated new forms of production. If it was not spent on 
this kind of consumption, the tribute was available for investment, for 
a courtier’s improvements of his landed estates, for example. High costs 
of producing protection were a drain on resources, high prices for 
protection merely diverted wealth from one group to another. 


II 


In addition to governments, other economic enterprises—those mainly 
concerned with producing goods and services other than protection— 
found opportunities for profits arising out of the way violence was used. 
These opportunities were created by the governments, primarily—by 
the fact that the prices charged by the violence-controlling enterprises 
were different for different classes of customers, there being some 
degree of customer control, or, to put it in more usual language, by 
the fact that the exactions levied by the government were different for 
different enterprises. One very important aspect of this is the fact that 
in the later Middle Ages land rents gradually become so distinct from 
the protection payments embodied in seignioral dues and taxes as to be 
susceptible to Ricardian analysis. I have no time for that subject, for 





Consequences of Organized Violence 409 





I wish to explore another important aspect, the nature and source of 
the profits made in international trade. 

The profits of a merchant engaged in trade over long distances were 
limited by the real or potential competition of other merchants. If one 
merchant or one group was as good as another in gathering information 
and guessing about supply and demand, the one able to operate with 
lower costs would gain larger profits. A very substantial part of costs 
was what had to be paid for protection and for insurance against losses 
that might be inflicted by violence-using enterprises if their exactions 
were not paid. Some trading enterprises secured more protection than 
others, or equally good protection at less cost, and this difference in 
their costs enabled them to make extra profits which I call protection 
rents.” 

A simple example in a modern context will clarify what I have in 
mind. If two producers of copper sell at prices set by the London 
market and have the same costs of extracting, refining, and transporting 
ore, but pay different tariffs on the way to market, the one that pays 
lower tariffs receives protection rent. 

I would have no excuse for giving a special name to profits resulting 
from favorable tariffs if that were all I had in mind. But the situa- 
tions in which I am interested were not that simple. All kinds of 
navigation laws were involved. The enterprises engaged in international 
trade or colonization during the later Middle Ages and during the first 
centuries of Europe’s oceanic expansion had to make many kinds of 
payments to secure protection. I propose “protection rent” in order to 
have a term to apply to profits arising from differences in the whole 
range of costs incurred in using or controlling violence. These included 
convoy fees, tribute to the Barbary pirates, or higher insurance for 
voyages into pirate-infested waters, bribes or gifts to customs officials 
or higher authorities, and other kinds of smuggling costs. It included 
some expenditures by trading or colonizing enterprises to organize their 
own armed forces—from placing extra guns and soldiers on an indivi- 
dual ship to dispatching an army for the defense or even the conquest 
of a colony. 

The diversity of ways in which enterprises could obtain protection 
enabled them to choose among alternatives, pay different amounts 
according to the choice made, and receive different kinds or degrees of 
protection in return. They could freight wares on heavily armed ships 


9 Frederic C. Lane, “The Economic Meaning of War and Protection,” Journal of Social Phi- 
losophy and Jurisprudence, VI (Apr. 1942), 257-59. 
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and pay low insurance, or freight on less defensible ships and pay high 
insurance. They could use ports where established treaties required 
them to pay high duties but in return gave reasonable assurance against 
seizure, or they could go to ports where no treaties applied and trust to 
their own guns, diplomacy, and well-placed bribes. 

Operating with lower payments for protection was often the decisive 
factor in the competition between merchants of different cities or 
kingdoms and was achieved by complicated mixtures of public and 
private enterprise. The fleets of merchant galleys for which Venice is 
famous were successful partly because their sailing qualities were 
adapted to the seas in which they operated and partly because they 
were for a time the best solution to the problem of protection—not 
only safety from pirates, but a flexible marshaling of the flow of trade 
so as to secure favorable treaties and take quick advantage of them. 
Any effort to explain why Venice was more prosperous than its rivals, 
or more prosperous at some times than at others, must consider how 
far the Venetians were more secure, at less cost, from disruption by 
violence in their purchases of wares in one place, their shipments, and 
their sales in good markets. 

During the Middle Ages and early modern times protection rents 
were a major source of the fortunes made in trade. They were a more 
important source of profits, I believe, than superiority in industrial 
techniques or industrial organization. The wealth gained in mercantile 
and colonial enterprise from protection rents gradually increased to the 
point where it began to rival that which governmental enterprises 
obtained from tribute.’® Like the landlords, whom I have not time to 
discuss, merchants became recipients of a surplus which they could 
consume in luxuries or could invest. The amount merchants invested 
was relatively high. Their habits, abilities, and involvements as traders 
made them on the whole the class most inclined to save and invest 
their part of the surplus product of the economy. 

By surplus I mean that part of the total production which did not 
have to be consumed in order to maintain the existing level of produc- 
tion. The following three conclusions regarding surplus result from the 
foregoing analysis of the use of violence: 

First, the higher the costs of production in the protection-producing 


10 Of course there was no sharp line between those who made fortunes by subcontracting 
governmental activities and those who traded with political privileges that yielded protec- 
tion rents. 
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enterprise, the less the surplus.’’ When violence-producing enterprises 
were controlled by employees, they made little or no effort to minimize 
costs, and as a result a large part of total production was consumed in 
militarism. 

Second when the protection-producing enterprise was controlled by 
an absolute monarch, he had an interest in reducing costs. If he was able 
to do so, the surplus was increased, and much of it went to the 
monarch’s court where it was available for conspicuous consumption or 
investment. 

Third, in international trade and colonization competing mercantile 
enterprises paid highly variable amounts for protection, and those pay- 
ing less received protection rents, a kind of profit which placed in their 
hands a part of the surplus production. 

Since this third effect occurred later than the others, it suggests a 
stage theory of economic development, which I offer as a kind of 
prologue to the Schumpeterian sequence of capitalism, democracy, and 
socialism. 

In my first stage anarchy and plunder dominate. Viking raids and 
feudal warfare reduce western Frankland almost to this kind of “primi- 
tive anarchy” about a.p. goo. The use of violence is highly competitive, 
even on land. The second stage begins when small regional or provincial 
monopolies are established. Agricultural production then rises, and 
most of the surplus is collected by the recently established monopolists 
of violence. When, as in twelfth-century feudalism, the monopolists 
formed loosely organized cartels constantly bickering over the produc- 
tion and market quota of each, the surplus is kept relatively small by 
the high military costs, and what there is of it is widely distributed 
among a tribute-taking class. 

During a later phase of the second stage many tribute takers attract 
customers by special offers to agricultural and commercial enterprise. 
They offer protection at low prices for those who will bring new lands 
into cultivation, and special policing services to encourage trade such as 
that organized by the Counts of Champagne for merchants coming to 
their fairs. When profit-seeking princes are able to consolidate larger, 


11 Ceteris paribus. As 1 was reminded by H. J. Habakkuk, in a society where there is chronic 
underemployment of resources, increased military expenditure has often stimulated more produc- 
tion of other kinds so that the amount of surplus rose in time of war. But can it not be said that 
over the long run, other things being equal, a society that is able to attain a high level of em- 
ployment of resources only by high military expenditure produces less surplus than if it were 
able to attain that same level of employment of resources with less military expenditure? 
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tighter monopolies, they reduce costs of production and increase the 
amount of tribute. Somehow in the process land rent becomes more 
clearly differentiated from taxes and seignioral dues. Production in- 
creases. A larger surplus, although mostly tribute, makes consumption 
more varied and stimulates interregional trade. Differences in what 
competing traders have to expend for protection gives rise to protection 
rents. 

A third stage is reached when the merchants who collect protection 
rents and the landowners who collect land rents are getting more of the 
economy’s surplus than are fief holders and monarchs. In this third 
stage the enterprises specializing in the use of violence receive less of 
the surplus than do enterprises that buy protection from the govern- 
ments. Protection rent and land rent replace tribute as the chief sources 
of large incomes. Since successful merchants devote much of their 
income to capital accumulation, a higher proportion of the surplus is 
invested in expanding commercial enterprises, in agricultural improve- 
ments, and in new industries. 

The passage from the third stage to a fourth occurs when technologi- 
cal improvements—industrial innovations—become more important 
than protection rent as a source of business profits. Violence-using and 
violence-producing enterprises come increasingly under the control of 
their customers as a whole; governments become more democratic. 
Credit formation—the creation of deposits, the floatation of bonds, and 
the whole mechanism of a capital market—having been created largely 
to serve protection-producing enterprises, now responds to the needs 
of the industrial innovator. We have reached capitalism of the 
Schumpeterian model, my prologue is finished, the curtain rises on the 
main show. 

I confess that my capsuling of a thousand years of history into four 
paragraphs contains some grains of satire. No sequence of stages can 
enable us to predict the future or to explain particular past events. 
The stages are abstract models. A stage theory is only a device for 
emphasizing or overemphasizing some factors among many. 

But I hope that my capsules contain some grains of truth. The four 
stages are distinguished by the changing relation of violence-using 
enterprises to the amount and distribution of surplus. They focus 
attention on the way the surplus was distributed among different kinds 
of producers, including the “producers,” as I call them, of protection. 
The distribution of the surplus affected the way it was used—whether 
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in new forms of consumption, in attempts at hoarding, or in agri- 
cultural, commercial, and industrial improvements. 

These alternative uses of surplus, and its total amount, were important 
for economic growth. There has been so much fruitful study recently 
of the economic growth accompanied by industrialization which has 
occurred during the last two centuries that many modern preoccupa- 
tions have been carried back into the study of ancient and medieval 
times with stimulating results. But with the longer perspective in mind, 
I would like to suggest that the most weighty single factor in most 
periods of growth, if any one factor has been most important, has been 
a reduction in the proportion of resources devoted to war and police. 
Those princes or statesmen who organized government in such a way 
as to reduce the costs of protection contributed to economic growth just 
as did the industrial or agricultural innovators who reduced the costs 
of other products. Entrepreneurial princes were all the more important 
because they were reducing not the cost of some luxury that was a small 
item in total consumption but the cost of a widely consumed necessity. 
In many centuries the main way in which governments influenced 
growth was through decisions that determined how much should be 
expended on the use and control of violence. 

Debatable, however, is the effect on economic growth of the monarchs 
who maintained or raised their exactions while reducing their costs, and 
who thus collected as tribute a large part of the surplus available for 
capital accumulation. If all the tribute was used for conspicuous con- 
sumption, a term which seems particularly appropriate for the court of 
a prince of the ancien régime, growth was slowed by lack of investment. 
Merchants who gained protection rents from international trade and 
colonization, although not entirely inconspicuous in their consumption, 
probably had a lower propensity to consume. If so, lower profits for 
governments and higher profits for trading cnieenigneans meant more 
capital accumulation and more growth. 

I have used the device of a stage theory to emphasize the relation 
of violence-using enterprises to the distribution of surplus. Their rela- 
tion to monopoly in economic life, basic in this connection, has other 
aspects deserving of even more emphasis. 

In my fourth stage, which roughly corresponds to a commonly 
accepted model of industrial capitalism, monopoly appears in temporary 
forms as a result of technological and commercial innovation and 
attains relative permanence in those industries in which technology 
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so developed as to give monopoly decisive advantages. In earlier stages 
very few industries had undergone such technical development as to 
become natural monopolies, but government had already attained that 
status. I am tempted to call government the earliest natural monopoly. 
Priestly activities, another basic service industry, were widely organized 
on a comparable scale at as early a date, and irrigation was an even 
more compelling natural monopoly in some regions. But apart from 
special regional conditions concerning the use of natural resources, 
monopoly-inducing advantages of size were most effective on the two 
closely connected service-rendering organizations—priesthood and 
government. 

Monopoly in one field can be used in seeking a monopoly in others; 
control of a basic ingredient can lead to control over finished products. 
Since protection is in a sense a basic ingredient in nearly every other 
product, a government could use its monopoly in its own field to 
establish monopolies in others. When irrigation as well as government 
and religion were combined into one huge, centrally directed enterprise, 
it reached out and became the monopolist of many other products, 
from salt to papyrus. Where there was no irrigation and where warriors 
and priests were separately organized, extension of monopoly into other 
fields was in part checked by disadvantages of scale, in part directed, 
as well as checked, by the influence of various consumer groups on the 
control of the protection-producing monopoly. 

One aspect of the extension of monopoly is the effort of businessmen 
to become less “entrepreneurial” and more “bureaucratic,” their desire 
for what have been called “security zones of investment, protective 
shells built with the use of political influence.” * Another aspect is the 
pressure from within the governmental enterprise itself to expand into 
fields which, although not directly involving violence, are closely con- 
nected with military power. Today atomic physics has become a 
sensitive field in which some scientific and engineering services are 
being monopolized by governments on the ground that national 
security requires it. In the nineteenth century railroad building had 
overriding military importance in many countries. In the later Middle 
Ages and early modern times the pressures for and against monopoly 
collided in maritime transportation, an industry then occupying a 
strategic position in both commercial and political rivalries. Efforts to 
protect shipping led to situations in which cargo space was under 


12W, T. Easterbrook, ‘“Long-Period Comparative Study: Some Historical Cases,” THe 
JourNaL oF Economic History, XVII (Dec. 1957), 574-75. 
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monopolistic control, and this control could be used to obtain a 
monopoly over the wares bought or sold at the ports of destination. 
The links from monopoly of protection to monopoly of transport to 
monopoly of the products transported are all the more clearly revealed 
in the regulation of shipping by the commune of Venice because Venice 
broke the chain. Its government was firmly controlled by one group, 
mostly wholesale merchants, and they opposed monopolistic sales on 
the Venetian market. Transportation of wares from a Levantine port to 
Venice was not, as transportation, a natural monopoly. Purely from a 
navigational point of view it was more advantageous for ships to sail at 
various times on various routes and offer competing services. But 
because there were advantages of scale when organizing protection, 
ships were directed to sail in convoys in periods of danger and Venetian 
merchants were then required, if they wished to ship at all, to freight 
specified wares on these convoys only. When defense was thus 
monopolistically organized, only a limited number of ships could offer 
cargo space to shippers. Selected operators had to be given a monopoly. 
Since the ship operators were also merchants, they tried to use their 
control of cargo space to secure monopolistic advantages in buying or 
selling the wares shipped—at Cyprus or at Venice, for example. The 
Venetian government resisted such monopolies of merchandising by 
regulating the convoys as public carriers, and it had many difficulties 
indeed making the regulations effective.’* In contrast, the enterprises 
of the Portuguese kings, the Dutch East India Company, and many 
others during the first two centuries of oceanic commerce combined 
monopolies of protection, of transportation, and of products transported. 
Since monopoly is more efficient in some fields, competition in 
others, their distribution in the economy affected the total output of 
wealth. But that is not their chief interest. The running battles between 
monopolistic and competitive tendencies in Venetian shipping, or in 
British colonial trade, to name but two examples, cannot be fully 
evaluated in terms of the effect on the output of goods and services. 
Monopoly affected not only efficiency. It brought with it more or less 
freedom and equality, more or less security and stability; and these 
qualities, quite as much as efficiency, determined the outcome of the 


13 Some aspects of the problem are discussed in Gino Luzzatto, ‘‘Sindicati e cartelli nel 
commercio veneziano dei sec. xiii e xiv,"’ Rivista di storia economica, 1936, and in his Studi di 
storia economica veneziana (Padua: Cedam, 1954), pp. 195-200; in my Andrea Barbarigo, 
Merchant of Venice (Baltimore: The Johns Hopkins Press, 1944), pp. 45-52, 77-84; and in 
my “Family Partnerships and Joint Ventures in the Venetian Republic,’ THe JouRNAL oF 
Economic Hisrory, IV (Nov. 1944), 191-94. 
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conflicts between monopolistic and competitive forces. We cannot 
understand how the participants in the battle behaved without inquir- 
ing what they, in their time and their society, meant by freedom or 
security, and how they related it to happiness, virtue, and justice, which, 
with all their changing meanings, are the ultimates that men have 
striven for. And we in turn also evalute monopoly not only in terms of 
efficiency but also in terms of justice. 

“Without justice, what is government but a great robbery?” declared 
Augustine. From his point of view he might have said the same of all 
kinds of economic organization, and in effect did: Without justice what 
is any business but thievery? Not government alone but many other 
organizations through which men receive the necessities of life are 
judged by standards of justice and liberty. Governmental monopoly of 
violence, even when in itself good, has led to the formation of other 
monopolies that were not good, either because they were not efficient, 
being in fields in which a monopolistic scale of operations had no 
advantages or because gains in efficiency, even if they occurred, were 
overbalanced by losses in liberty and justice. 

In short, the function of government that I have been analyzing 
has at least two aspects. As producer of a necessary service, protection, 
the violence-using, violence-controlling enterprises affected the amount 
and distribution of material wealth through the costs incurred and the 
prices exacted. At the same time, being natural monopolies, they 
affected the extent to which monopoly prevailed in other fields of 
production, and in this way affected human relations throughout the 
whole economic organization. 

This second aspect seems to me the more important because I regard 
knowledge of the social situations created by men’s efforts to gain a 
livelihood and accumulate wealth as the bedrock of economic history. 
We want to know what men were like in the ordinary business of life, 
in their daily occupations—the kind of problems they faced and what 
they did about them. Connections between their daily lives and what 
they produced were very close indeed, so that part of our answer is 
found in statistics on the number of calories consumed, on the variety 
of their diet, and in their other material satisfactions. Explanations of 
craft routines, of the emergence of new techniques and of commercial 
practices also form part of the answer. But how men have dealt with 
each other in the process of production is more important than how they 
dealt with soil, plants, or tools. “Knowing what men were like” means, 
above all, knowing how they behaved toward other men. 
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How much they produced was one factor in determining how they 
behaved, but only one. The economic interpretation of history is a 
mistake, I think, because it declares that economics is the all-important 
cause. Concentration on economic growth would be a mistake if it 
were to imply that the quantity of material goods is the all-important 
result. Knowledge of changes in output and in techniques is vital, 
absolutely vital, but not so much for its own sake as because it is neces- 
sary in order to understand the social structure of production. In 
ultimate interest, the way men have dealt with each other in producing 
material goods is more important than the goods themselves. 

Many of us, without believing in the economic interpretation of 
history, yet share the feeling that economic history is in some sense 
the most important part of history. We believe that knowing the 
economic life of any society is fundamental to understanding that 
society, not because the process of production has a unique causal 
importance shaping all other aspects of culture and being itself reshaped 
only by changes generated within itself, but, quite simply, because the 
qualities expressed in economic activities constitute the largest part of 
what life has been. Most men most of the time have been occupied in 
making a living. The values that existed for them, not merely as 
aspiration or as ideas to be talked about, but in action and as qualities of 
personal character, were those embodied in the daily activities by which 
they made their living. If bullying and fawning, arrogant command 
and servile obedience were the rule in economic life, that is the way 
men were—that is what society was like. Other themes—religious 
aspiration, artistic feeling, and creative intellectual vigor—reward end- 
less historical investigation for their own sake, even when they have 
no discernible connection with social organization, but historians 
interested in justice, freedom, or any other qualities of social life have 
reason to give primary attention to the human relations entered into 
during the processes of production and distribution. 


Freperic C. Lane, The Johns Hopkins University 





The Concept of the Just Price: 
Theory and Economic Policy 


N THE view of many economists the just price is a nebulous 

concept invented by pious monks who knew nothing of business or 
economics and were blissfully unaware of market mechanisms. It is true 
that certain writers, Catholics and non-Catholics alike, have done their 
best to accredit this fairy tale and to propagate the notion that the just 
price, instead of being set by the allegedly blind and unconscionable 
forces of the market, was determined by criteria of fairness without 
regard to the elements of supply and demand or at least with the 
purpose of eliminating the evils of unrestrained competition. 

According to a widespread belief—found in nearly all books dealing 
with the subject—the just price was linked to the medieval concept of 
a social hierarchy and corresponded to a reasonable charge which 
would enable the producer to live and to support his family on a scale 
suitable to his station in life.’ This doctrine is generally thought to have 
found its practical application in the guild system. For this purpose the 
guilds are presented as welfare agencies which prevented unfair com- 
petition, protected consumers against deceit and exploitation, created 
equal opportunities for their members, and secured for them a modest 
but decent living in keeping with traditional standards.” One of the 
main champions of this idyllic view is Max Weber (1864-1920), who 
describes the guilds as at least originally founded on the subsistence 
principle (Nahrungsprinzip) and as following a livelihood policy by 


1 William Ashley, An Introduction to English Economic History and Theory (4th ed.; 2 
vols.; London: Longmans, Green, 1920), I, Part II, 391; John M. Clark, The Soctal Control of 
Business (2d ed.; New York: McGraw-Hill Book Co., 1939), pp. 23-24; Shepard B. Clough 
and Charles W. Cole, Economic History of Europe (rev. ed.; Boston: D. C. Heath, 1946), pp. 
31, 68; George Clune, The Medieval Gild System (Dublin: Browne and Nolan, 1943), p. 553 
Alfred de Tarde, L’idée du juste prix (Paris: Félix Alcan, 1907), pp. 42-43; Joseph Dorfman, 
The Economic Mind in American Civilization (3 vols.; New York: Viking Press, 1946-49), 
I, 5; N. S. B. Gras, Business and Capitalism (New York: Crofts, 1939), pp. 122-23; Herbert 
Heaton, Economic History of Europe (1st ed.; New York: Harper, 1936), p. 204; George 
O'Brien, An Essay on Medieval Economic Teaching (London: Longmans, Green, 1920), pp. 
111-12; Leo S$. Schumacher, The Philosophy of the Equitable Distribution of Wealth (Wash- 
mgton, D.C.: The Catholic University of America, 1949), p. 47; James Westfall Thompson, 
An Economic and Social History of the Middle Ages, 300-1300 (New York: Century Co., 1928), 
p. 697. This list is by no means exhaustive. 

2 For example, Arthur J. Penty, 4 Guildman’s Interpretation of History (New York: Sunrise 
Turn, n.d.), pp. 38-46. 
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regulating output, technique, quality, and prices.’ Another German 
economist, Werner Sombart (1863-1941), goes even further: according 
to him, not only the medieval craftsmen but even the merchants strove 
only to gain a livelihood befitting their rank in society and did not 
seek to accumulate wealth or to climb the social ladder. This attitude, 
he claims, was rooted in the concept of the just price “which dominated 
the entire period of the Middle Ages.” In support of this statement 
Sombart refers to the writings of Henry of Langenstein, the Elder 
( 1325-1397)" 

This is a clue. Indeed, Heinrich von Langenstein states that if the 
public authorities fail to fix a price, the producer may set it himself, 
but he should not charge more for his labor and expenses than would 
enable him to maintain his status (.. . per quanto res suas vendendo 
statum suum continuare possit). And if he does charge more in order 
to enrich himself or to improve his station, he commits the sin 
of avarice. Sombart is by no means the first to cite this text. In so far 
as I have been able to discover, it was first mentioned by Wilhelm 
Roscher (1817-1894) in 1874." Since it fitted in so well with prevailing 
preconceptions, it was regarded as a characteristic formulation of the 
scholastic doctrine of the just price and copied by one author 
after another, including Rudolf Kaulla,’ Sir William Ashley,° R. H. 
Tawney,’ and Amintore Fanfani,’® to mention only a few among the 
most prominent. Thus Langenstein’s text exerted enormous influence. 


3 Max Weber, General Economic History, translated by Frank H. Knight (London: Allen & 
Unwin, n.d.), pp. 138-43. The author recognizes that the guilds, in the course of time, tended 
to become monopolistic organizations. 

4 Werner Sombart, Der moderne Kapitalismus, (2d rev. ed.; Munich: Duncker & Humblot, 
1916), I, 292-93. 

5 Heinrich von Langenstein, also called Henricus de Hassia (Hesse), Tractatus bipartitus de 
contractibus emptionis et venditionis, Part I, cap. 12, published in Johannes Gerson, Opera 
omnia, 1V (Cologne, 1484), fol. 191. No more recent edition is available. Langenstein’s 
treatise was omitted from later editions of Gerson. The most detailed study of Langenstein’s 
economic ideas is in Manuel Rocha, Travail et salaire 2 travers la scolastique (2d ed.; Paris: 
Desclée de Brouwer, 1933), pp. 21-48, esp. p. 44. Cf. Edmund Schreiber, Die volkswirtschaft- 
lichen Anschauungen der Scholastik seit Thomas v. Aquin (Jena: Gustav Fischer, 1913), pp. 
196-202. 

6 Geschichte der National-Oekonomik in Deutschland (Munich, 1874), pp. 19-20. 

7 “Die Lehre vom gerechten Preis in der Scholastik,” Zeitschrift fiir die gesamte Staatswissen- 
schaft, LX (1904), 598 ff., and Theory of the Just Price (London: Allen and Unwin, 1940), 
Pp. 44. 

8 English Economic History, 1, Part II, 391 and 474, n. 45. The reference is to Roscher. 

9 Religion and the Rise of Capitalism (rev. ed.; New York: Harcourt, Brace, and Co., 1937), 
pp. 41-42 and 295, n. 56. 

10 Le origini dello spirito capitalistico in Italia (Milan: Vita e Pensiero, 1933), p. 7. He also 
refers to Sombart. 
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It was used as historical justification for the theory of the living wage 
and was given wide currency by the supporters of guild socialism, who 
expected to cure the ills of modern industrialism by resurrecting the 
medieval guilds. In a subtle way Langenstein was even drafted in 
defense of the corporate state. 

As a matter of fact, Langenstein enjoys such popularity that eco- 
nomic historians usually take his statement as typical of the scholastic 
doctrine on the just price."’ I question very much whether there is the 
slightest justification for according him so much credit and for con- 
sidering his statement as authoritative and representative. Langenstein 
was not one of the giants in medieval philosophy but a relatively minor 
figure. Like his master, Buridan (d. after 1358), he was a nominalist 
and a follower of William of Ockham (ca. 1300-1349), whose doctrines 
were tainted with heresy and were opposed both by the Scotists and 
the Thomists. As a disciple of Ockham, Langenstein stood more or 
less outside the main current of scholastic thought.’ What applies to 
philosophy applies also to economics. Langenstein’s value and price 
theory was strongly influenced by Buridan’s and also emphasized 
psychological and individual factors as price determinants. I have found 
that Langenstein is rarely cited by later scholastic authors, a sure indica- 
tion that his writings did not carry much weight. His influence may 
have been greater, however, in central and eastern Europe, where the 
leading universities (Vienna, Prague, and Cracow) around 1400 were 
strongholds of nominalism. It is quite possible that Langenstein inspired 
such men as Matthew of Cracow (d. 1397) who, I have been told by 
Paul Czartoryski, also wrote on economic questions. In any case, the 
prestige which Langenstein enjoys today among economic historians is 
due to the mere chance that his pronouncements on the just price were 
put into circulation and hailed as oracles by the German economists of 
the historical school and their English followers. 

The purpose of this paper is to demonstrate that the generally 
accepted definition of the just price is wrong and rests on misinterpreta- 
tion of the scholastic position on the matter. According to the majority 
of the doctors, the just price did not correspond to cost of production 


11 This observation is made by Bernard W. Dempsey, S.J., “The Economic Philosophy of 
St. Thomas,” in Robert E. Brennan, ed., Essays in Thomism (New York: Sheed and Ward, 
1942), p. 250. 

12 Maurice De Wulf, Histoire de la philosophie médiévale (5th ed.; 2 vols.; Paris: Félix 
Alcan, 1924-25), II, 191. Cf. Joseph Hoffner, Statik und Dynamik in der scholastischen Wirt- 
schaftsethik (Cologne: Westdeutscherverlag, 1955), pp. 19-22. This author points out that the 
idea of social status and the subsistence principle was stressed by the nominalists and not by their 
opponents, the Thomists. 
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as determined by the producer’s social status, but was simply the 
current market price, with this important reservation: in cases of 
collusion or emergency, the public authorities retained the right to 
interfere and to impose a fair price."* In order to straighten out the 
existing confusion, it will also be shown how this doctrine was 
translated into policy, particularly in connection with the guilds. 

For the inception of the scholastic doctrine of the just price, one of 
the fundamental texts is the canon Placuit, which is really a capitulary 
issued in 884 by Karloman, King of France,'* but incorporated by 
Raymond of Pennaforte (1180-1278) in the canon law."® This canon 
states that parish priests should admonish their flocks not to charge 
wayfarers more than the price obtainable in the local market (quam 
in mercato vendere possint). Otherwise, the wayfarers can complain to 
the priest, who is then required to set a price with “humanity.” This 
text, it seems to me, clearly equates just price with market price and 
does not lend itself to a different interpretation. 

In the works of Albertus Magnus (1193-1280) and especially in those 
of Thomas Aquinas (1226-1274), the passages relating to price are so 
scattered and seemingly so conflicting that they have given rise to 
varying interpretations. By selecting only those passages favorable to 
their thesis, certain writers even reached the conclusion that Albertus 
Magnus and Thomas Aquinas had a labor theory of value and 
adumbrated Karl Marx (1818-1883).'° To prove their point these 
writers used chiefly the comments of the two theologians on Aristotle’s 
Nicomachean Ethics, where it is stated that commutative or contractual 
justice requires strict equivalence between what is received and what 
is given and that any exchange violating this rule is unfair. This is 
then construed in a Marxian sense as meaning that price, to be just, 
should always correspond to cost, which in the Middle Ages was 
chiefly labor cost.’’ The trouble is that such an explanation contradicts 


13 The same point of view is represented by Joseph Hoffner (note 12) and by John T. 
Noonan, Jr., The Scholastic Analysis of Usury (Cambridge: Harvard University Press, 1957), 
p. 86. 

14 Alfredus Boretius and Victor Krause, eds., Capitularia Regum Francorum (Monumenta 
Germaniae Historica, Legum, Sec. II, Hanover, 1892), 375. This capitulary found its way 
into the canon law through the collections of Burchard of Worms and Yvo of Chartres. 

15 Corpus juris canonict, Decretales: in X, Ill, 17, 1. 

16 The main exponent of this thesis is Selma Hagenauer, Das “justum pretium” bet Thomas 
von Aquino (Stuttgart: W. Kohlhammer, 1931). Cf. Tawney, Religion, p. 36. 

17 As a matter of fact, Aquinas comes close to saying that any exchange of two commodities 
should be based on the ratio between the amounts of labor expended on each. Thomas Aquinas, 
Commentaria in X libros ethicorum ad Nicomachum, lib. V, lect. 7, 8, 9 (Parma edition of 
Opera omnia, XXI, 168, 171, 172). 
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statements made elsewhere by Albertus Magnus and Thomas Aquinas. 
Moreover, the texts in question are open to another interpretation 
which would do away with any inconsistency. In their comments on 
Aristotle both Albertus and Aquinas insist that arts and crafts would be 
doomed to destruction if the producer did not recover his outlays in 
the sale of his product.’* In other words, the market price could not 
fall permanently below cost. If so, there is no contradiction, since the 
market price would then tend to coincide with cost or to oscillate 
around this point like the swing of a pendulum. Besides, Thomas 
Aquinas himself recognizes that the just price cannot be determined 
with precision, but can vary within a certain range, so that minor 
deviations do not involve any injustice.’® This second interpretation, of 
course, is not in accord with Marxian dialectics; but it agrees with 
classical and neoclassical economic analysis. It is also consonant with 
the later development of scholastic thought. 

Whatever the meaning of these obscure passages, Albertus Magnus 
and Thomas Aquinas are more explicit, if less analytical, in other 
works where they give their own opinions and do not try to elucidate 
Aristotle’s. The first, in his comments on the Sentences of Peter 
Lombard, defines the just price as follows: What goods are worth 
according to the estimation of the market (secundum aestimationem 
fori) at the time of the sale.*? Thomas Aquinas nowhere puts the 
matter so clearly, but he tells the story of a merchant who brings wheat 
to a country where there is dearth and knows that others are following 
with more. May this merchant, Aquinas asks, sell his wheat at the 
prevailing price (pretium quod invenit) or should he announce the 
arrival of fresh supplies and thus cause the price to fall? The answer is 
that he may sell his wheat at the current price without infringing the 
rules of justice, although, Aquinas adds almost as an afterthought, he 
would act more virtuously by notifying the buyers. In my opinion this 
passage destroys with a single blow the thesis of those who try to make 
Aquinas into a Marxist, and proves beyond doubt that he considered 
the market price as just.” 


18 Albertus Magnus, Liber V ethicorum, tract. 2, cap. 7, No. 28, in his Opera omnia (Paris, 
1891), VII, 353; Aquinas, Comment. in X libros ethicorum, lib. V, lect. 7, 8. 

19 Summa theologica, Il, ii, qu. 77, art. 1, ad. 1. Cf. Arthur E. Monroe, Early Economic 
Thought (Cambridge: Harvard University Press, 1948), p. 56. 

20 Albertus Magnus, Commentarii in IV sententiarum Petri Lombardi, Dist. 16, art. 46, in 
Opera omnia, XXIX (Paris, 1894), 638. Cf. J. B. Kraus, S.J., Scholastik, Puritanismus, und 
Kapitalismus (Leipzig: Duncker & Humblot, 1930), p. 53. 

21 Summa theologica, Il, ii, qu. 77, art. 3, ad. 4, The story is taken from Cicero, De officiis, 
iii. 12. My conclusion agrees with that of Armando Sapori, “Il giusto prezzo nella dottrina di 
san Tommaso e nella pratica del suo tempo,” Studi di storia economica (secoli XIII-XIV-XV) 
(3d rev. ed.; 2 vols.; Florence: Sansoni, 1955), I, 279. 
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This interpretation, moreover, agrees with that of Cardinal Cajetan 
(1468-1534), the authoritative commentator on the Summa. In con- 
nection with question 77 secunda secundae, which deals with the sales 
contract, he concludes that according to Aquinas the just price is “the 
one, which at a given time, can be gotten from the buyers, assuming 
common knowledge and in the absence of all fraud and coercion.” 
He then goes on to describe the market mechanism and to show how 
prices rise or fall in response to changes in demand or supply. 

Those who say Thomas Aquinas favored cost of production rather 
than market valuation as the criterion of justice claim that the later 
scholastic doctors, yielding to the pressure of rising capitalism, modified 
his doctrine in this respect.** Since Aquinas upheld market valuation 
instead of cost, however, there was no change, but a continuous tradi- 
tion involving, it is true, elaboration and refinement as economic 
development raised new problems and as discussion revealed flaws 
in previous analysis. 

Some of the most valuable contributions were made by Bernardino 
of Siena (1380-1444), perhaps the ablest economist of the Middle Ages. 
Although usually a follower of John Duns Scotus, he espouses the 
Thomist position on price. According to San Bernardino, price is a 
social phenomenon and is set not by the arbitrary decision of indivi- 
duals, but communiter, that is, by the community.”* How? There are 
two possibilities: The price of a commodity can be fixed either by the 
public authorities for the common good, or by the estimation currently 
arrived at in the market (secundum aestimationem fori occurrentis).”° 
The first is the legal price; the second is called later the natural price. 
Citing Henricus Hostiensis (d. 1271), San Bernardino stresses the fact 
that the market price has to be accepted by the producer and is fair 
whether he gains or loses, whether it is above or below cost.** This 
point was further elaborated by the Dominican friar, Tommaso 
Buoninsegni (d. 1609). In his treatise on licit traffics he points out that 


22 Comments on Summa theologica, Il, ii, qu. 77, art. 1 (Leonine edition, VI, 149). Cf. Lewis 
Watt, “The Theory Lying Behind the Historical Conception of the Just Price,” in V. A. Demant, 
ed., The Just Price (London: Student Christian Movement Press, 1930), p. 69. 

23 Tawney, Religion, p. 40; Tarde, Juste prix, pp. 51-52. 

“4 This was the traditional doctrine derived from the Roman law. Accursius (1182-1260), 
Glossa ordinaria to Digest, XXXV, 2, 63: “Res tantum valet quantum vendi potest, sed com- 
muniter’”’ (“Goods are worth as much as they can be sold for, commonly”). 

25 San Bernardino of Siena, De evangelio aeterno, sermon 35, art. 2, cap. 2, and sermon 33, 
art. 2, cap. 7, part 2, §5, in his Opera ommia, 1V (Florence—Quaracchi: St. Bonaventure Press, 
1956), 157-58, 197. Cf. Franz Josef Hiinermann, Die wirtschaftsethischen Predigten des Al. 
Bernardin von Siena (doct. diss., Minster; Kempen—Niederrhein: Thomas Druckerei, 1939), 
pp. 8o ff. 

*6 Bernardino, De evangelio, sermon 33, art. 2, cap. 7, part 2, §5. Cf. Fanfani, Origini, p. 13. 
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the just price does not have gradations, because buyers, if they are well 
informed, as they usually are in a wholesale market, will not pay more 
than the current price.*’ In other words, for the same commodity there 
can be only one price in the same market. 

By the sixteenth century the majority of the scholastic doctors agreed 
that the just price was either fixed by law or determined by common 
estimation (communis aestimatio). There has been some discussion 
about the meaning of this phrase, but it appears to be identical with 
aestimatio fori, or market valuation, since the two expressions were 
used interchangeably by the scholastics.** Moreover, it is not clear how 
a community acting collectively could arrive at a price except by the 
chaffering of the market, certainly not by taking a vote, for example. 

The dissenters were only a few followers of John Duns Scotus 
(1265-1308), such as John Mayor (1469-1550), another Scot, and 
Johannes Consobrinus, or Jodo Sobrinho (d. 1486), a Portuguese who 
taught for some time in England.” Like their leader, they maintained 
that the just price corresponded to cost including normal profit and 
compensation for risk.*” Unlike Langenstein, they did not worry about 
social status. 

The theory of Duns Scotus was denounced most vehemently as 
fallacious by the School of Salamanca, founded by the great jurist, 
Francisco de Vitoria (ca. 1480-1546). More than ever emphasis was 
put on the fairness of the current market price. Without exception, 
Vitoria and his disciples insist that attention be paid only to supply and 
demand, without regard for labor costs, expenses, or incurred risks; 
ineficient producers or unfortunate speculators should simply bear 
the consequences of their incompetence, bad luck, or wrong fore- 
casting.*? 


27 Tommaso Buoninsegni, O.P., Trattato de’ traffichi giusti et ordinarti (Venice, 1588), cap. 
11, Nos. 1 and 2. 

28 Raymond de Roover, “Joseph A. Schumpeter and Scholastic Economics,” Kyklos, IX 
(1957), 133-34. A different interpretation is given by Abram L. Harris, Economics and Social 
Reform (New York: Harper & Brothers, 1958), pp. 318-22. In support of his views he quotes 
a definition given by Heinrich Pesch (1854-1926), but it is clear that the latter's value theory 
stems directly or indirectly from Langenstein, whose doctrine is not representative of 
scholasticism. 

29 John Duns Scotus, O.F.M., Quaestiones in librum quartum sententiarum, dist. 15, qu. 2, 
No. 23, in his Opera omnia, XVIII (Paris, 1894), 318; Moses Bensabat Amzalak, Frei Jodo 
Sobrinho e as Doutrinas Econédmicas da Idade Média (Lisbon: Grafica Lisbonense, 1945), pp. 
257 ff. 

30 Risk is specifically mentioned, since Scotus states that a merchant who suffers damage 
through shipwreck or fire can recoup this loss on the sale of other goods. 

31 Marjorie Grice-Hutchinson, The School of Salamanca: Readings in Spanish Monetary 
Theory, 1544-1605 (Oxford: Clarendon Press, 1952), pp. 48, 72, 81-82, 86; Demetrio 
Iparraguirre, Francisco de Vitoria, una teoria social del valor econdémico (Publicaciones de la 





New Viewpoints on Familiar Subjects 425 





Although the whole discussion on the just price assumed the existence 
of competitive conditions, it is strange that the word “competition” 
never occurs in scholastic treatises until the end of the sixteenth 
century, when it is used by Luis de Molina (1535-1601). Discussing 
price formation in an open market, he states that “competition 
(concurrentium) among buyers—brisker at one time than at another— 
and their greater avidity will cause prices to go up, whereas paucity 
of purchasers will bring them down.” *” The Spanish school accepted 
as a matter of course the quantity theory of money and the proposition 
that prices “generally” will rise or fall in response to expansion or 
contraction of the monetary circulation.” 

Whenever the free market failed to function properly, the public 
authorities, according to the scholastic doctrine, had not only the right 
but the duty to step in by means of price regulation. When there was 
a legal price, it superseded the market price and was binding, unless 
the regulations were manifestly out of date or openly disobeyed, with, 
the authorities making no attempt at enforcement.™ In other words, the 
moralists realized perfectly well that it was useless to fix prices by 
decree if nothing was done to make them effective. 

Discussion of this issue does not start until the fourteenth century, 
and one of the first advocates of price fixing was the Frenchman Jean 
Gerson (1362-1428), doctor christianissimus and at one time chancellor 
of the University of Paris. He suggested that price fixing be extended 
to all commodities, on the ground that no one should presume to be 
wiser than the lawmaker.” This suggestion, however, found few sup- 
porters, as the impracticality of the whole scheme became apparent. In 
fact, medieval price regulation usually embraced only a few basic 
necessities, such as wheat, bread, meat, wine, and beer. Legal prices 
were usually ceiling prices. But they could be minima, below which a 
buyer could not go, if the rate was set in favor of the seller.*® 





Universidad de Deusto, 1st series, Vol. VIII; Bilbao: Mensajero del Corazén de Jestis, 1957), pp. 
55-56, 74-81; Joseph A. Schumpeter, History of Economic Analysis (New York: Oxford 
University Press, 1954), pp. 98-99; Raymond de Roover, ‘“‘Scholastic Economics: Survival and 
Lasting Influence from the Sixteenth Century to Adam Smith,” Quarterly Journal of Economics, 
LXIX (1955), 169. 

32 Luis de Molina, De justitia et jure (Cuenga, 1592), Tract. 2 (De contractibus), disp. 
348, §4. 

33 Grice-Hutchinson, School of Salamanca, pp. 51-52, 95, 113. 

34 Alphonsus Liguori (1696-1787), Theologia moralis, Book III, Tract. 5, cap. 3, dub. 8, 
art. 1, No, 803, in his Opere, V (Turin, 1888), 645. 

35 Johannes Gerson, De contractibus, consid. 19 in his Opera omnia, III (Antwerp, 1706), 
col. 175. 

36 This point is emphasized by Leonardus Lessius, $.J., De justitia et jure (Paris, 1606), lib. 
2, cap. 21, dub. 2, §13. 
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One weakness of the scholastic doctors was that they were interested 
only in laying down principles and tended to overlook practical difh- 
culties, which, they claimed, did not concern the theologians but were 
the province of the “politicians.” An extreme position was taken by 
Martin Azpilcueta (1493-1587), better known as Navarrus, who 
opposed all price regulation because it was unnecessary in times of 
plenty and ineffective or harmful in times of dearth.** Several others, 
among them Molina, looked upon price regulation with the same 
disfavor. 

Since scholastic doctrine favored competition, it is logical that all 
forms of price discrimination were condemned. Already in the 
thirteenth century both Thomas Aquinas and John Duns Scotus 
formulated the rule that a seller was not allowed to sell dearer because 
his wares were greatly wanted by a prospective buyer.** An even better 
statement is found in San Bernardino of Siena who, citing the canon 
Placuit mentioned above, underscores the point that price should be 
the same to all and that no one is allowed to charge strangers more 
than local customers or to take advantage of a buyer’s ignorance, 
rusticity, or special need.*” Instead of Placuit, certain writers quote a 
text from the Digest, which says that the seller may not exploit a 
buyer’s affection or desire for a particular article, whence the expres- 
sion pretium affectionis, which in scholastic literature designates a 
discriminatory price.*” In any case there was no disagreement about the 
unethical character of price discrimination. 

The scholastics, theologians as well as jurists, were also unanimous in 
regarding monopoly as a deleterious practice, inimical to the com- 
monweal. Monopoly was defined broadly so as to include any pacts 
or rings formed to keep up or to depress prices above or below the 
competitive level. Consequently, this concept included what is today 
called monopsony, oligopoly, and any other monopolistic practices. 
In the opinion of the scholastics monopoly was an offense against 
liberty; it assumed a criminal character because it rested usually on 


37 Cardinal Juan de Lugo, S.J. (1583-1660), De justitia et jure, disputationes, disp. 26, sec. 4, 
No. 50, in his Opera omnia, VII (Paris, 1893), 337. 

38 Aquinas, Summa theologica, Il, ii, qu. 77, art. 1, corpus; Duns Scotus, Quaestiones, lib. 
IV, dist. 15, qu. 2, No. 16, in Opera omnia, XVIII, 289; Monroe, Economic Thought, p. 55. 

39 De evangelio, sermon 33, art. 2, cap. 5, in Opera omnia, IV, 148-49, and Luciano Banchi, 
ed., Le prediche volgari di san Bernardino, Ill (Siena, 1888), predica 38, 246. Cf. Fanfani, 
Origini, p. 110. 

40 Corpus juris civilis, Digest, XXXV, 2, 63. The text really refers to a slave whose father is 
a freeman; it states that the slave’s owner cannot charge more than the market price if the 
father wants to buy and adopt his offspring. In the Middle Ages this text was stretched to cover 
all cases of price discrimination. 
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collusion or “conspiracy”—this phrase actually occurs again and again 
in scholastic treatises.** Perhaps the best treatment on the subject is 
found in the writings of the Belgian Jesuit Leonardus Lessius (1554- 
1623). He admits that not all monopolies are iniquitous and that a 
prince, if he has good reasons, may grant exclusive privileges. He must 
then, however, fix a fair price giving due consideration to all attending 
circumstances (spectatio circumstancts omnibus), such as cost, risk, 
and market conditions, presumably by striking a compromise between 
conflicting criteria, as public utility commissions do today.” To my 
mind there is no doubt that the conspiracy idea of the antitrust laws 
goes back to scholastic precedents and is rooted in the medieval concept 
of the just price.** 

The doctrine of the market price of course applied only to staple 
products, on which competition, to use David Ricardo’s phrase, 
operated without restraint. The scholastics also discussed the case of 
luxuries, such as thoroughbred dogs, birds of paradise, rare pictures, 
rich tapestries, and the like, for which there was no regular market. On 
this subject the doctors were unable to reach an agreement. Some, as for 
example Francisco de Vitoria, proclaimed that the seller of such super- 
fluities and frivolities could accept what an informed buyer offered to 
pay, provided of course that there was no fraud, deceit, or coercion.“ 
Others, such as Lessius, contended that the price of such articles should 
be set by experts (ex judicio intelligentis mercatoris). The Blessed 
Angelo Carletti da Chivasso (d. 1495) found it difficult to make a rule 
but thought that the seller should determine the price honestly after con- 
sidering such pertinent facts as scarcity, trouble, and risk.*® 

For completeness it should perhaps be added that the Reformation 
wrought little change and that the Protestant divines, Max Weber not- 
withstanding, continued to expound the scholastic doctrine on the just 
price without altering it in the least. I do not see, for example, why the 
Puritan preacher Richard Baxter (1615-1691) should be denounced as 
an abbeter of capitalism because he mentions that the just price is the 


41 Bernardino, De evangelio, sermon 33, art. 2, cap. 7, part 1, §5, in Opera omnia, IV, 153. 
Cf. Joseph Hoffner, Wirtschaftsethik und Monopole im ftinfzehnten und sechzehnten Jahrhun- 
dert (Jena: Gustav Fischer, 1941), pp. 53, 135-56. 

42 De justitia et jure, lib. 2, cap. 21, dub. 20, §148. 

43 Schumpeter, History of Economic Analysis, pp. 154-55; William L. Letwin, “The English 
Common Law Concerning Monopolies,” The University of Chicago Law Review, XX1 (1953- 
54), 355-61; Raymond de Roover, ‘Monopoly Theory Prior to Adam Smith: A Revision,” 
Quarterly Journal of Economics, LXV (1951), 501-2, 507. 

44 Iparraguirre, Francisco de Vitoria, pp. 59-65. 

45 Lessius, De justitia, lib. 2, cap. 21, dub. 3, Nos. 15, 16. 

46 Angelo da Chivasso, O.F.M., Somma angelica (Venice, 1593), Part II, rubr. Venditione, §5. 
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market price in the absence of a rate set by law.*’ The doctrine of the 
just price was brought to the shores of America by the Puritan ministers. 
As a sample of their doctrines I shall merely mention the five rules 
for trading proposed by the Reverend John Cotton (1584-1642).** They 
differ from scholastic doctrine only in one respect: the medieval doctors 
did not approve of price increases on credit sales, because such a 
practice involved concealed usury. 

A few words need to be said about the practical application of the 
doctrine of the just price. How was it translated into policy? And was 
this policy consistent with its theoretical postulates? Perhaps the 
authorities followed a vacillating course and wavered between the 
enforcement of competition on the one hand and the protection of 
monopoly on the other hand. In the Middle Ages the implementation 
of economic policy rested to a large extent, if not exclusively, with the 
municipal authorities of cities, towns, and boroughs. This is especially 
true of the Italian city states and the quasi-independent Reichsstddte in 
Germany. In England and France, however, royal government had 
not entirely renounced its sovereign rights and often took advantage of 
economic and social conflicts to assert its authority. Nevertheless, even 
in these two monarchies the towns were the main policy-making 
agencies. They followed one policy with respect to foodstuffs that they 
drew from the countryside and another with regard to the manu- 
factured products that were made within the walls. “Thus,” in the 
words of John M. Clark, “there were laws, of town origin, aiming to 
enforce competition in the things the townsmen bought, while the 
guild regulations limited and controlled competition in the things they 
sold.” *° Although this may be an oversimplification, it contains a 
great deal of truth. One has to remember, however, that realities involve 
complications too readily overlooked in making general statements. 

With regard to victuals the aim of town policy was very simply to 
secure abundant supplies as cheaply as possible.” For this purpose 
reliance was placed on the enforcement of competition, and the peasants 


47H. M. Robertson, Aspects of the Rise of Economic Individualism: A Criticism of Max 
Weber and His School (Cambridge, Eng.: The University Press, 1933), p. 17. 

48N. S. B. Gras and Henrietta M. Larson, Casebook in American Business History (New 
York: Crofts, 1939), p. 59; Tawney, Religion, pp. 128-30; E. A. J. Johnson, American Economic 
Thought in the Seventeenth Century (London: P. S. King & Son, 1932), pp. 123-30. The 
latter is surprised to find that supply-and-demand was understood when the doctrine of “just 
price” was still the dominant note! 

49 Social Control of Business, p. 23. 

50 “Ad hoc ut maior copia victualium in civitate habeatur,”’: quoted from a Florentine statute 
by Sapori, Studi, 1, 294. 
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of the surrounding district were encouraged and, if necessary, com- 
pelled to bring their products to the market and to sell them directly 
to the consumer, thereby eliminating all middlemen, hawkers, or 
brokers.’ As Hans van Werveke correctly points out, this provisioning 
policy (politique de ravitaillement) was practiced throughout western 
Europe from Sicily to England.” Everywhere measures were taken 
against engrossers (accapareurs), forestallers (recoupeurs), and regrat- 
ers (regrattiers) who tried to accumulate stocks, to prevent supplies 
from reaching the market, or to form corners in order to drive prices 
up.”* Medieval records are full of references to engrossers or forestallers 
who were caught, dragged into court, and fined or punished with 
exposure on the pillory.** This applies not only to England but to the 
Continent as well. Those who escaped conviction in the secular courts 
were still punishable in foro conscientiae; according to canon law, 
monopoly profits were turpe lucrum, which, like usury, was subject 
to restitution.” In dealing with the Middle Ages it would be a grievous 
error to ignore the confessional as a means of enforcement. 

Unfortunately, crop failures created a recurrent problem, especially 
in the case of grain, because bread was the staple food and there were 
no suitable substitutes. Since the demand for cereals was highly 
inelastic, prices went up to fantastic heights in case of dearth.”” Under 
those circumstances it would have been folly to rely on the automatic 
operation of competition. In order to avoid bread riots and mass 
starvation the authorities were forced to resort to regulation, and it is 
here that difficulties began. The scholastic authors were full of illusions 
about the omniscience, honesty, and efficiency of public authorities. 

The history of price regulation remains to be written, but we know 

51 Henri Pirenne, “Les anciennes démocraties des Pays-Bas,” in Les villes et les institutions 
urbaines (6th ed.; 2 vols.; Paris; Félix Alcan, 1939), I, 196-99; idem, ‘“‘Le consommateur au 
moyen Age,” Histoire économique de l’Occident médiéval (Bruges: Desclée de Brouwer, 1951), 
pp. 532-34. 

52 “Les villes belges: histoire des institutions économiques et sociales,” in La ville, Vol. I: 
Institutions économiques et sociales (Recueils de la Société Jean Bodin, No. 7; Brussels: Editions 
de la Librairie Encyclopédique, 1955), p. 564. For Sicily: Antonio Petino, Aspetti e momenti di 
politica granarta a Catania ed in Sicilia nel Quattrocento (Catania: Universita di Catania, 1952), 
Dp. 32. 

53 In German the terms are Aufkauf, Vorkauf, and Wiederkauf. Jean Schneider, “Les villes 
allemandes,” La ville, 11, 432-33. It was not always possible to eliminate middlemen entirely. 

54L. F. Salzman, English Industries of the Middle Ages (Oxford: Clarendon Press, 1923), 
p. 314. 

55 Corpus juris canonici, Decretura Gratiani: c. Quicumque tempore, Causa xiv, qu. 4, ¢. 
g. This is article 17 of a capitulary issued by Charlemagne in 806. 

56 This statement is fully supported by statistical data. See, for example, Charles Verlinden, 


J. Craeybeckx, and E. Scholliers, “Mouvements des prix et des salaires en Belgique au XVI¢ 
siécle,” Annales (Economies, Sociétés, Civilisations), X (1955), 173-98. 
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it to be a tale of woe.’ In the absence of a well-organized system of 
allocation and rationing, price controls were bound to break down, and 
it is not surprising that previous to 1800 their administration was 
often haphazard, vexatious, inefficient, and arbitrary. A crude form 
of rationing, common all over Europe, was to freeze the price of bread 
but to vary the size of the loaf with the price of breadstuffs.”* As the 
latter increased, the penny or twopenny loaf became smaller and 
smaller. Price fixing usually made matters worse instead of better and 
inevitably led to the emergence of a black market and widespread 
concealment of available stocks. A more successful device was to store 
supplies in public granaries and to sell them to the poor below market 
price in time of dearth.” The creation of such granaries, unfor- 
tunately, did not become a regular policy until the eighteenth century, 
when it was adopted by the Prussian state.*’ Another expedient was 
to appropriate public funds for purchases abroad and to sell the 
imported grain at a loss in the local market. The result was usually to 
relieve the situation, to lower prevailing prices, and to bring stocks out 
of hiding. In many instances panicky authorities were only goaded into 
action by the fear of mob violence and then proceeded to seize stocks 
and to find scapegoats among minor offenders."* 

The public authorities, for all their inefficiency, probably achieved 
some measure of success in avoiding worse troubles. I am convinced that 
the problem was not one that could have been solved by reliance on the 


57 An excellent monograph provided with a valuable bibliography is the following: Hans 
Conrad Peyer, Zur Getreidepolitik oberitalienischer Stidte im 13. Jahrhundert (Vienna: Univer- 
sum, 1950). Other studies of the same kind are: H. G. von Rundstedt, Die Regelung des 
Getreidchandels in den Stidten Stidwestdeutschlands und der deutschen Schweiz im spiteren 
Mittelalter und im Beginn der Neuzeit (Stuttgart: W. Kohlhammer, 1930) and L. Klaiber, 
Beitrége zur Wirtschaftspolitik oberschwabischer Reichsstédte im ausgehenden Mittelalter 
(Stuttgart: Kohlhammer, 1927). 

58 Examples abound. For Belgium, see Verlinden ef al., art. cited in n. 56, above, p. 185; for 
Germany, see Klaiber, Beitrdge, p. 62; for France, see Gustave Fagniez, Documents relatifs a 
U'histoire de l'industrie et du commerce en France, (2 vols.; Paris: Alphonse Picard, 1898-1900), 
II, 291, No. 164; for England, Ashley, English Economic History, 1, Part 1, 188-89; for Italy, 
Peyer, Zur Getreidepolitik, p. 145. 

59 Example in Basel during the fifteenth century: Hermann Bruder, Die Lebensmittelpolttik 
der Stadt Basel im Mittelalter (Achern im Breisgau, 1909), p. 3. 

60 This is a reference to the Magasinpolitik, or ever-normal granary, initiated by Frederick 
William I, King in Prussia (1713-40) and continued by his son and successor, Frederick the 
Great (1740-86): R. de Roover, “Monopoly Theory,” p. 520. In France beginnings were made 
with the same policy but did not produce tangible results: Earl J. Hamilton, “Origin and Growth 
of the National Debt in France and England,” Studi in onore di Gino Luzzatto (4 vols.; Milan: 
A. Giuffré, 1950), II, 249. 

61 Enrico Fiumi, “Sui rapporti economici tra citth e contado nell’eta comunale,” Archivio 
storico italiano, CXIV (1956), 58. 
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free operation of competition. The theologians of the Spanish school 
were doubtless overoptimistic in assuming that removal of controls 
was the best solution in times of critical shortage of essential com- 
modities. As the experience of two world wars has shown, the institu- 
tion of controls is an unavoidable measure when demand greatly 
exceeds the available supply at reasonable prices. 

The scholastic writers, in their weighty treatises, rarely mention the 
guilds, but when they do, it is not to praise them for their humanitarian 
livelihood policy but to blame them for their monopolistic practices. 
Thus, San Antonino (1389-1459) accuses the clothiers, or Janaiuoli, of 
Florence of paying their workers in truck or in debased coins.” In 
England John Wycliffe (ca. 1324-1384) curses the free masons and 
other craftsmen because they “conspire” together to ask more than a 
rightful wage and to oppress other men.®* An equally virulent attack 
is found in the so-called Reformation of Emperor Sigismond (1437); 
the author of this proposal would abolish all guilds because they abuse 
their control of town governments to exploit the public.™ 

Monopoly was the essence of the guild system.” This statement 
applies chiefly to the craft guilds, which were associations of small 
independent masters. They often entered into secret compacts to fix 
prices at the expense of the consumer. There was, however, another 
kind of guild—much less common—which was mainly found in the 
textile industry. Instead of being composed of independent masters it 
was made up of artificers, such as weavers, dyers, fullers, or finishers, 
who worked for wages and combined to protect themselves against 
exploitation by their employers and to obtain better pay. They even 
went so far as to organize strikes. This second type resembled more 
closely the modern labor union. It is important to distinguish between 
these two kinds of guilds.** No such distinction was made by the 


62 Summa theologica (Verona, 1740), Part II, tit. 1 (De avaritia), cap. 17, §§7, 8. The truck 
system existed also in Lucca (1419): Giovanni Sercambi, Croniche, ed. Salvatore Bongi, III 
(Lucca, 1892), 252. It was found even in Flanders: Henri Pirenne, Histoire de Belgique, 1 (5th 
rev. ed.; Brussels: M. Lamertin, 1929), 282. 

63 John Wycliffe, The Grete Sentence of Curs Expounded, in Thomas Arnold, ed., Select 
English Works of Wyclif, II (Oxford, 1871), 333. Cf. Tawney, Religion and Capitalism, pp. 
27, 293. 

64]. B. Ross and Mary M. McLaughlin, eds., The Portable Medieval Reader (New York: 
Viking Press, 1949), pp. 314-15. 

65 Tawney (Religion, p. 27) fully admits this point. Cf. Emile Coornaert, Les corporations 
en France avant 1789 (3d ed.; Paris: Gallimard, 1941), p. 265. 

66 Niccold Rodolico, La democrazia fiorentina nel suo tramonto, 1378-1382 (Bologna: Nicola 
Zanichelli, 1905), pp. 95 ff. 





432 Raymond de Roover 





scholastics, who were not favorably disposed toward any alliances, 
whether of masters or of workers. Molina, for example, condemns them 
both indiscriminately as detrimental to the commonweal.”” 

In order to avoid confusion it may be desirable to deal first with the 
ordinary craft guild of independent artisans, such as bakers, butchers, 
shoemakers, and so forth. It is often asserted that such guilds set prices 
supposedly enabling their members to earn a decent living.®* It cannot 
be denied that they did so in many cases, but it must be stressed that 
such action was an abuse, unless the rates established by the guilds had 
received official sanction.” 

According to scholastic doctrine the fixing of prices was entrusted to 
the public authorities, but I have not found that this function was 
delegated to private interests, such as guilds. In this matter practice 
corresponded to theory. In England at least the law forbade the guilds 
to set prices “for their singular profit and to the common hurt and 
damage of the people”; victualers especially were not permitted to 
form “confederacies” for this purpose.” The same rule prevailed in 
Germany as long as the territorial princes retained some control over 
the towns.’ Thus, in Cologne, according to a decision of 1258, the 
archbishop retained the right to police the market because the guilds 
depresssed prices when they bought and raised prices when they sold.” 


87 De justitia et jure, tract. Il, disp. 345, §2. I wish to stress the point that accusations of 
conspiracy were made against both types of guilds, because there has been a confused con- 
troversy on this issue: Ernst Kelter, “Die Wirtschaftsgesinnung des mittelalterlichen Ziinftlers,” 
Schmollers Jahrbuch fiir Gesetzgebung, Verwaltung und Volkswirtschaft im Deutschen Reiche, 
LV2 (1932), 749-75; Adriaan van Vollenhoven, “Die Wirtschaftsgesinnung des mittelalter- 
lichen Zinftlers: eine Kritik,” with rejoinder by Kelter, idid., LIX (1935), 298-316. Van 
Vollenhoven errs in assuming that indictments of conspiracy were aimed at only the labor-union 
type of guild: abundant evidence to the contrary is found in the Italian statutes. Kelter rightly 
emphasizes that guild policy clashed with municipal policy of abundance and cheapness. Cf. 
Ugo Froese, Der Wirtschaftswille im deutschen Hochmittelalter (Giessen, Konrad Triltsch 1936), 
pp. 47 ff. 

68 Clune, Gild System, p. 56. On the antinomy between subsistence and profit motive as 
the ruling principle of guild policy see Friedrich Liitge, “Die Preispolitik in Miinchen im hohen 
Mittelater; ein Beitrag zum Streit iiber das Problem ‘Nahrungsprinzip’ oder ‘Erwerbsstreben,’ ”’ 
Jahrbuch fiir Nationalékonomie und Statistik, CLIT (1941), 162-202. 

69 George Unwin, The Gilds and Companies of London (New York: Charles Scribner's Sons, 
1909), p. 92; John Clapham, A Concise History of Britain from the Earliest Times to 1750 
(Cambridge, Eng.: University Press, 1951), p. 132. 

79 Statutes of the Realm: 15 Henry VI, c. 6 (1437); 19 Henry VII, c. 7 (1504); and 22 
Henry VIII, c. 4 (1531). Cf. Lujo Brentano, “On the History and Development of Gilds,” in 
Toulmin Smith, ed., English Giids (London: Early English Text Society, 1870), pp. cxxxi, ex], 
cxlix, clvii. 

71 Kelter, “Wirtschaftsgesinnung,” p. 762. 

72Ernst Kelter, Geschichte der obrigkeitlichen Preisregelung, 1: Die obrigkettliche Preis- 
regelung in der Zeit der mittelalterlichen Stadtwirtschaft (Jena: Gustav Fischer, 1935), 34. The 
title of this book is deceptive; it deals chiefly with Cologne. 
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Even in Italy municipal statutes usually restrained the guilds from 
making any secret agreements to keep prices up or down.” The best 
example is perhaps Florence; although it was a stronghold of the guild 
system, the ordinances of justice of 1293 and later statutes contained 
provisions outlawing all “conspiracies,” monopolies, leagues, or pacts 
for the purpose of manipulating prices. Delinquents incurred a heavy 
fine of £1,000 di piccioli, although I know of no instance in which 
this penalty was ever imposed."* 

This leniency contrasts sharply with the drastic measures taken in 
Florence to thwart any attempt by the workers in the woolen and silk 
industries to form brotherhoods. In both these industries the guild was 
controlled by the master manufacturers or industrial entrepreneurs. 
The statutes of these industrial guilds most severely proscribed any con- 
jurations, machinations, or conventicles among the artificers and 
journeymen subject to the guilds’ jurisdiction.” In 1345 a wool carder, 
Ciuto Brandini, actually suffered capital punishment, although his only 
crime was that he had tried to organize a confraternity among his 
fellow workers.”* In the indictment he is described as a man of ill fame 
and foul language and is accused of forming an illegal “congregation,” 
threatening peace and order, and imperiling the life and property of 
the citizens.’* Similar conditions existed in other textile centers, not 
only in Italy, but also beyond the Alps, even in Toulouse, a minor 
center."* In Flanders, around 1300 still the major cloth-producing 


73 Gunnar Mickwitz, Die Kartelfunktionen der Ztinfte und thre Bedeutung bei der Entstehung 
des Zunftwesens (Helsingfors: Centraltryckeriet, 1936), pp. 20 ff. Mickwitz also presents 
evidence relating to England, France, and Germany. 

4 Statuti populi et communis Florentiae, 1 (Florence, 1778), 302-3, 426-27: ordinamenta 
justitiae (1293), rubr. 21 and statuta (1415), lib. 3, rubr. 87. 

75 Anna Maria E. Agnoletti, ed., Statuto dell’ Arte della Lana di Firenze, 1317-1319 (Florence: 
Felice Le Monnier, 1940), pp. 114-15: statute of 1317, lib. 2, art. 19; Umberto Dorini, ed., 
Statuti dell’ Arte di Por Santa Maria (Florence: Leo S. Olschki, 1934), pp. 153-54: statute of 
1335, rubr. 134. To forbid labor unions this statute invokes the brotherhood of men (!) and 
the right to work; all artificers are free to exercise their craft without any impediment 
(attribuendo libertatem cuilibet artifici de suo misterio exercendo absque impedimento). This 
statute was ratified by the Commune to the extent that it contained nothing against (1) the 
Catholic faith, (2) the usury doctrine, and (3) the antimonopoly legislation (p. 207). The Arte 
di Calimala or merchants’ guild enacted similar provisions against associations of dyers, menders, 
and finishers. Giovanni Filippi, L’arte dei mercanti di Calimala in Firenze ed il suo pitt antico 
statuto (Turin, 1889), p. 160: statute of 1301. lib. 5, art. 4. 

76 Rodolico, Democrazia fiorentina, pp. 119-20. 

77 The text of the indictment is published by Niccold Rodolico, I] popolo minuto (Bologna: 
Zanichelli, 1899), pp. 157-60, No. 14. 

78 Rodolico, Democrazia, pp. 96-104; Sister Mary Ambrose Mulholland, “Statutes on Cloth- 
making, Toulouse, 1227,” in J. H. Mundy e¢ al., eds., Essays in Medieval Life and Thought: 
presented in Honor of Austin P. Evans (New York: Columbia University Press, 1955), p. 178 
(art. 24). 
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region in Europe, the patricians and clothiers who ran the town govern- 
ments passed the most cruel legislation to cow the workers, to ban 
suspicious assemblies, and to put down strikes.” In Ypres the penalty 
was blinding and perpetual banishment. In 1280 or 1281 ten strikers 
were thus disfigured.” This inhuman punishment did not prevent an 
outburst which swept the patricians out of power and caused a long 
period of unrest. In any case, the evidence is clear. The theory of the 
just price was applied also to wages and was used or misused to brand 
workers’ associations as intolerable conspiracies, even when they were 
concealed under the form of religious fraternities.” 


The general conclusion of this study can be briefly stated. The 
scholastics were more favorable to freedom or competition than is 
generally assumed. Their hostility toward monopoly was especially 
marked. Contrary to a widespread belief they certainly did not rely on 
the price system to maintain the social hierarchy. As a matter of fact, 
small masters operating under conditions of competition were not 
likely to accumulate great wealth. Social status in the Middle Ages 
depended chiefly on inequality in the distribution of property, mainly 
land, and the levying of dues (feudal payments or tithes) for the 
benefit of the ruling classes. There was one exception: in Italy the 
merchants and bankers outrivaled the feudal nobility.” 


RayMonp DE Roover, Boston College 


79 The jurist Phillippe de Beaumanoir (1246-96) declares all leagues among artificers to 
be illegal: Coutumes de Beauvaisis, 1, ch. xxx, art. 884 (Paris: Picard, 1899), 446. This passage 
is also published in Fagniez, Documents, 1, 290. 

80 G. Des Marez, “Les luttes sociales 4 Bruxelles au Moyen Age,” Revue de l'Université de 
Bruxelles, X1 (1905-6), 298. 

81 Rodolico, Democrazia, p. 116. 

82 After this paper had been read, Fritz Redlich kindly called my attention to a little-known 
enactment of Emperor Frederic I (1158) according to which sutlers who sold their wares to 
the soldiery at a price higher than the one prevailing in the neighboring markets exposed 
themselves to severe punishment, including confiscation of their merchandise, whipping, and 
branding with a hot iron on both cheeks. This is a rather drastic way of enforcing competition 
and preventing price discrimination! MGH, Legum, Sectio IV, I, 241, No. 173, art. 17. 





Discussion 


J. A. RAFTIS: De Roover’s paper seems to suggest two general areas for 
discussion. First, there is the quite simple fact that the existence of an 
orthodox theory identifying the just with the market price goes far to 
corroborate the results of research conducted by students of medieval eco- 
nomic institutions over recent decades. It has been difficult for the student 
who has delved into the daily doings of medieval people to fail to be 
impressed by the extent to which those people took normal market activity 
for granted. But that so much was taken for granted has always posed a 
serious problem of guidance for the historian. Adaptations to economic 
change, new uses for capital instruments, and new methods of capital 
investment evolved so unobtrusively on the medieval scene that the historian 
of economic development often finds the tradition-orientated literary abstrac- 
tions of medieval thought of little assistance. In the light of such guidance, 
therefore, this scholastic principle would appear to assume dimensions of 
major importance, but the practical implications of various texts will ulti- 
mately have to be delineated by the student of economic institutions, as de 
Roover has illustrated in the latter portion of his paper. 

The second area for discussion may be of more immediate significance, 
in view of that considerable modern misunderstanding of the medieval 
notion of just price underlined by de Roover. De Roover helps to remove 
this misunderstanding by pointing out a break, a lack of uniformity in the 
scholastic tradition, represented by the Ockhamist Henry of Langenstein. 
But the historian of medieval ideas points out to us today that there were 
great numbers and varieties in schools of thought. It can well be asked 
whether we might not learn more about medieval economic thought and life 
by recognizing these differences than through search for a uniform pattern. 
For, in recognizing that the concept of just price involved economic realities, 
we are still in many ways just at the beginning. For example, can we establish 
why the scholastics failed to enumerate a principle for support of the guilds? 
For certainly their apparent failure to do so clashes with the wide acceptance 
of the confraternity as a social and economic division of labor in the twelfth 
century. Or why did the acceptance of competition in principle evolve into 
such a wide acceptance of public price-fixing in practice, in a society where 
private law enjoyed so many extraordinary privileges? 

I would like to suggest several systems of thought that might have to be 
distinguished in discussion of such quéstions. First, there is the moralist: 
the type that emerges in literary sources as not primarily the student of events 
nor as the academic guide but as the judge of specific evils. This type of 
writer is, I feel, the most dangerous guide to the thought of an era. A case 
in point may be taken from the greatest of economic historians, Henri 
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Pirenne. On pages 14-15 of the introduction to his wonderful little book with 
which we are all familiar, The Economic and Social History of Medieval 
Europe, Pirenne employs only the norms of monastic moralists as typical 
of the economic thinking of the day. Pirenne at once becomes involved in 
an awkward dualism of his own making between ideals and life, for it is a 
dualism not at all obvious had he begun with other literary sources, such as 
the customary laws gradually evolved during the centuries after the con- 
version of the tribes. 

Another group of writers, the canonists, must also be distinguished more 
clearly from the scholastics than has been usual in the past. From the eleventh 
to the thirteenth centuries the work of the canonists predominates. Because 
of the nature of social change over that period, and the place of the Church 
in that context, I feel that the canonists were nearer to the problems of 
economic development of the time than medieval thinkers of any period, 
including that of the late scholastics. As a legal science, however, the format 
of canonistic doctrine imposed severe limitations upon the heritage be- 
queathed to the economic historian; and as a tool so often ultimately designed 
for personal spiritual direction the canonical principles and examples are 
largely of individual-to-individual relationships, or commutative justice, 
rather than treatments of more impersonal bodies, such as the market. 

Finally, the 150 years of the classical scholastic era, over the thirteenth and 
fourteenth centuries, were the great university-teaching period. How much 
did social change or economic structures influence the basic thinking of the 
great scholastics? Perhaps very little except for the flashes of a few geniuses. 
The metaphysical notion of the common good, that is, the philosophical ex- 
pression of group responsibility or social justice, and what amounts to the 
basic designate of the nature of the social sciences, was a concept borrowed 
from Aristotle. The brilliant intuitions of a genius like St. Thomas could 
see this principle alive in society—as de Roover has pointed out with respect 
to the objective function of the market in determining the just price. But 
St. Thomas was above all a speculative theologian, content to leave Aristotle’s 
terms within the institutional framework of the Greek city-state in so far 
as non-ecclesiastical institutions were concerned! 

In any case, the idea of the common good has been perhaps the least 
productive notion of the great scholastics. De Roover has pointed out the 
dependence on the state; this was, I would like to submit, particularly true 
from the fifteen century. In this period a moral legalism replaced the 
urbane objectivity of the great scholastics. In short, for all practical purposes 
commutative justice and distributive justice (the state) came to overshadow 
social justice proper (the responsibility to the common good) in scholastic 
analysis. Many historians are now pointing out that the term legal or social 
justice was so misunderstood from this period that it became confused and 
for all practical purposes identified with distributive justice from the sixteenth 








Discussion 437 


century. If so, here is a whole dimension of mercantilist theory yet to be 
investigated. 

All this suggests that the concept of just price will reward more investiga- 
tions along the lines of de Roover’s endeavors owing both to its varied 
doctrinal contexts as well as to its practical implications. 





DAVID HERLIHY: It is to the just price in practice, in the practice 
specifically of the north Italian cities in the twelfth and thirteenth centuries, 
that these comments are limited. Even in the middle twelfth century the city 
of Pisa redacted its commercial customs in its Constitutum Usus, and these 
ancient statutes—they may in fact be considered the earliest codification 
of commercial practices in Europe—would seem to bear out explicitly 
de Roover’s contention that the just price was usually the market price. 
They use the term “just price” in several places, and in one instance say 
explicitly “the just price, according to which the object may be worth,” 
and the context enables us to supply “at the time of the transaction.” ? 
Apropos of numerous commercial institutions—partnerships, companies, con- 
tracts of agency—the Constitutum treats of the variation in the price of an 
object over time as a common and even the expected phenomenon, and 
nowhere does it suggest that a price which varied ceased to be just, or that 
a merchant who took advantage of such variations was unethical. 

Sull, if the market price was usually accepted as the just price, we must 
ask this question: For what reason could the market price be considered 
“just”? The precise sense and implications of “just” in this phrase are 
obviously worthy of much intensive investigation, but perhaps it might be 
useful to point out that justus frequently bears the sense of “true,” “real,” 
“established or utilized without deceit or fraud.” This is clearly the sense of 
justus at it is frequently applied in regard to “just” weights and measures 
(justus modius, justa statera, justa libra, and so forth), but it is evident too 
in such legal phrases (all much used in medieval statutes) as “just ignorance,” 
“just impediment,” “just reason,” or “just delay.” At present I can see no 
reason why the “just” price of an object need have implied anything more 
than the true value as determined by one of two ways: for objects that were 
unique, by honest negotiation between seller and purchaser; for staple com- 
modities, by the consensus of the market place established in the absence 
of fraud or conspiracy. 

Here, however, let us underscore a caveat already made by de Roover. 
If the market price was usually accepted as being the just price, in regard 
to the necessities of life, especially in regard to grain, the city governments 


for the most part recognized that here justice demanded that the price 


be kept ever within the reach even of the poorest citizens. By the late 
thirteenth century, for a variety of reasons, not the least of which was the 


1 Statuti inediti della cittad di Pisa, ed., F. Bonaini, Il (Florence, 1870), 940. 
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swollen size of urban populations, the larger towns could no longer rely 
exclusively on the free market to assure the abundant and cheap supplies of 
grain their citizens needed. By a variety of measures, ranging from simple 
embargoes on grain export to the creation of grain-purchasing monopolies 
with power to fix the price of locally produced grain, the larger towns had 
assumed responsibility for keeping the price of grain at a level even their 
poorest citizens could afford. 

We thus seem to find by the late thirteenth century a clear dichotomy 
in regard to the price policies of the city governments: in regard to grain 
and other necessities of life the price should be kept low and stable, ever 
within the reach of the poor; in regard to other commodities the price 
should be kept free. This dichotomy would seem to raise an important 
question in regard to the history of prices for the period: To what extent do 
price movements themselves reflect this dichotomy in governmental policy 
between, let us say, the price of grain on the one hand and wool cloth on 
the other? In periods of inflation, for example—and the late thirteenth 
century in Italy was surely that—did the price of grain; rigidly supervised 
by the government, tend to lag behind the price of wool cloth, the freedom 
of which was stoutly defended? Did this mean that the price of labor, 
always closely reflecting the price of grain, tended also to lag? The result 
of such a lag, if it can be shown to have existed, is obvious. We would be 
dealing with a kind of profit inflation, conceivably quite favorable to 
economic enterprise. 

To be sure, these are questions for which we shall have no answers until 
the records of prices for the period are carefully collected and collated. I 
believe, however, that they are worth putting to our sources. We may yet 
find that the concept of justice in regard to prices, as it was implemented in 
the price policies of the Italian towns, was not only not an economically 
irrational or irrelevant aspiration of pious recluses but a principle of con- 
siderable practical importance in setting the pattern of the period’s economic 
growth. 

These remarks are restricted to only one aspect of de Roover’s paper. It 
should be evident, however, that his study, dealing with a subject of such 
importance over so extended a period, ought to provide a beginning for 
much future research, whether in the development of economic reasoning, 
of governmental economic policy, or, I should hope too, in the history of 
prices. It should be evident, too, that the beginning de Roover has provided 
is a firm one. 








The Role of Staple Industries in Canada’s 
Economic Development* 


PPLICATIONS of the staple approach by the late Harold Innis 

and by others influenced by Innis have produced many studies 
which, taken together, provide a remarkably coherent, plausible, and 
apparently consistent account of Canada’s economic growth and 
history. In this paper I distinguish between the staple theory as a 
theory of economic development and as an economic interpretation of 
history and argue that the staple theory of Canada’s economic develop- 
ment breaks down after 1820. In the conclusion I suggest an alternative, 
complementary approach to the study of the country’s economic 
growth. 


The earliest published statement urging the use of the staple ap- 
proach in Canada is an article by W. A. Mackintosh in The Canadian 
Historical Review in 1923.’ Writing at a time when constitutional bias 
dominated Canadian history, Mackintosh urged “that more attention 
should be devoted to the geographic and economic factors in Canadian 
history, and that greater place should be given to the continental aspects 
of Canadian history.” He introduces the staple approach and acknowl- 
edges its source in the following terms: 


In those brilliant introductions to his Readings in the Economic History of 
the United States, the late Professor Callender set forth the basis of colonial 
economy. “Progress does not take place unless the colony possesses markets, 
where it can dispose of its staple products. The history of modern colonization 
does not show a single case where a settled country has enjoyed any con- 
siderable economic prosperity, or made notable social progress without a 
flourishing commerce with other communities.” The prime requisite of 
colonial prosperity is the colonial staple. 


After reviewing briefly the experience with the major staples in the 
North American colonies and commenting on the failure of the 


* This paper was completed during the summer of 1958 at The Institute for Economic 
Research, Queen's University, Kingston, Ontario. 
1W. A. Mackintosh, “Economic Factors in Canadian History,” The Canadian Historical 
Review, IV (Mar., 1923), 12-25. 
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earlier staples to provide a firm basis for Canadian expansion, Mackin- 
tosh concludes that it was not until the emergence of wheat as a staple 
export that the frustrations of Canadian progress were finally overcome 
and Canadian nationality assured. 

Commenting on this article in a paper entitled “The Teaching of 
Economic History in Canada” published in 1929, Harold Innis states: 
“Professor Mackintosh has done suggestive work . . . in pointing out 
that Canada only developed as a nation with the production of wheat 
as a staple. Unfortunately this theory only relates to the later stages 
of Canadian development and does not pretend to cover the develop- 
ment of Canada as a whole.” * Actually Mackintosh did refer to the 
earlier stages, to the fur trade, to lumber, wheat, and potash in the 
period before 1850, and he related these not to the development of 
Canada as a whole but to the failure of development. A significant 
difference in Innis’ conception of the role of staple industries appears 
as he proceeds to outline his own approach, and the difference becomes 
clearer as the approach is made explicit in his major volumes and in 
many papers.’ He was vitally interested in Canada’s cultural growth 
and he relates major Canadian political and social changes to economic 
factors, but in his analysis of the underlying economic development the 
unit of investigation is not the regional colonial or national economy 
but an international economy of which the regional economy is a 
modest part. The spread of the international economy from its centers 
in Europe and, later, in the United States throughout the Atlantic 
basin, to the Pacific and the world generally is held always in view. 
In his treatment of the growth of this unit technology was more 
fundamental than natural resources and he paid special attention to 
techniques of transportation and communication. The successive 
elements in the physical environments of the peripheral areas that 
supported staple industries were determined by the evolution of 
techniques. The emergence of new staples and the natural resources 
upon which they were based then explained only the directions of 
economic growth within the international economy.* 


2 Reprinted in Harold A. Innis, Essays in Canadian Economic History (Toronto: University 
of Toronto Press, 1956), pp. 3-16. 

3 See particularly The Fur Trade in Canada; An Introduction to Canadian Economic History, 
rev. ed. (Toronto: University of Toronto Press, 1956); The Cod Fisheries: The History of an 
International Economy, rev. ed. (Toronto: University of Toronto Press, 1954); Problems of Staple 
Production in Canada (Toronto: University of Toronto Press, 1933); A. R. M. Lower and 
H. A. Innis, Settlement and the Forest and Mining Frontiers (Toronto: Macmillan Co., 1936); 
and Essays in Canadian Economic History (referred to in n. 2). 

4On the concept of direction of growth see Simon Kuznets, ‘Toward a Theory of Economic 
Growth,” reproduction, Feb. 1956, of an article of the same title from the volume National 
Policy for Economic Welfare at Home and Abroad (New York: Doubleday, 1955), pp. 44-45. 
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Innis’ refusal to assign importance of the first rank to the land 
resources of new countries or to the periphery rather than the center 
of the economy is nowhere more clearly expressed than in the opening 
pages of his article “Significant Factors in Canadian Economic 
Development.” Adam Smith, in addition to his main theory of 
economic growth, advanced an additional theory to explain the rapid 
growth of the English colonies. “Plenty of good land, and liberty to 
manage their own affairs in their own way, seem to be the two great 
causes of the prosperity of all new colonies.” Innis quotes this and 
several other passages that emphasize the physiocratic element in 
Smith’s argument and finally Smith’s conclusion that 


through the greater part of Europe the commerce and manufacture of 
cities, instead of being the effect, have been the cause and occasion of the 
improvement and cultivation of the country. This order, however, being 
contrary to the natural course of things, is necessarily both slow and uncer- 
tain. Compare the slow progress of those European countries of which the 
wealth depends very much upon their commerce and manufactures, with 
the rapid advances of our North American colonies, of which the wealth is 
founded altogether in agriculture. 


Innis then observes: “One may venture to suggest that the two causes 
were closely interlocked, but that expansion in the North American 
colonies as in Europe was the ‘cause and occasion of the improvement 
and cultivation of the country.’ Adam Smith in his analysis of the 
division of labour and the extent of the market as determined by 
transportation, can be quoted in support of this suggestion... .” 
Then, after quoting Smith against himself, Innis enunciates the first 
of the “significant factors” discussed in the paper: “Cheap water 
transportation from Europe to North America stimulated commerce 
and ‘brought improvement and cultivation of the country.’ ” ° 

Innis’ unwillingness to accept the region or the nation as an 
appropriate unit for the study of economic development is reflected in 
his early and consistent repudiation of the Turner thesis‘ and in his 
criticism of Silberling’s nationalistic bias in otherwise eulogistic com- 
ments on Silberling’s Dynamics of Business.* Initially, the limits of his 


5 Innis, Essays in Canadian Economic History, pp. 200-10. 

6 Tbid., p. 203. 

TIbid., pp. 11, 39. 

8In a review Innis also criticized Chester Wright's Economic History of the United States for 
“an over-emphasis on self-sufficiency and on nationalism” and commented: “A Canadian is more 
sensitive to the importance of regionalism and to the essential problem of North America in 
the development of a continent with maritime institutions. The problem is more acute in 
Canada but it is not absent in the United States.” Canadian Journal of Economic and Political 
Science, VIII (May 1942), 307. 
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own international unit were determined by the limits of the price 
system with integration of the parts effected through flows of com- 
modities. This commodity bias obscured the fact that communication 
of ideas can spread the industrial system independently of the price 
system. It was this limitation, inherited from Adam Smith, that Innis 
surmounted in his later work on communications. In the broader 
approach developed in this later work “the penetrative power of the 
price system is but one aspect of the penetrative power of systems of 
communications.” ® 

While Innis did not subscribe to a staple theory of economic growth, 
he did use the staple approach to correlate a wide range of political and 
social developments and explain the character of major institutions 
within Canada. He wrote an economic interpretation of Canadian 
history. It is this economic interpretation of cultural change based on 
the staple theory that provides the consistent element in the work 
of many Canadian social scientists. In the colonies and, later, in the 
Dominion, while staple industries were not the only source of economic 
growth, they were certainly the most spectacular and possibly the most 
important. Active groups in these peripheral areas and community 
leaders were preoccupied with the development of staple industries. 
Perhaps one could say they held a staple theory of economic growth. 
In any event it follows that multitudes of decisions affecting institu- 
tional development within the colonies or dominions, to the extent 
that they were actually determined by economic factors at all, may 
have been determined by the demands imposed by the trade in staples. 
How far the approach can be pushed is a matter of personal judgment. 
Innis himself has probably done more than any other Canadian scholar 
to emphasize the nonmaterial factors in Canada’s cultural growth. It 
was his view that history and political economy are essentially arts, 
that many approaches are valid within limits, that any single approach 
yields diminishing returns sooner or later and, if pushed too far, 
supports fanaticism rather than truth. 


II 


To attempt to evaluate the role of staple industries in the economic 
growth of Canada it is necessary to examine the logic of the staple ap- 
proach. On one—and, I think, superficial—interpretation the approach 


9W. T. Easterbrook, “Innis and Economics,” Canadian Journal of Economics and Political 
Science, XIX (Aug. 1953), 296. 
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may be conceived as an elaboration of the Turner thesis applied to a 
national unit which did not have a continuous agricultural frontier 
but where the present territorial limits have been visited and revisited 
as successive areas provided discrete frontiers as bases of expansion and 
economic growth. The physical unit of investigation is better conceived 
as an economic region whose territorial limits are defined by the geo- 
graphical distribution of the resources upon which the staple export is 
based. So long as the staple production is expanding, it provides the 
dynamic of growth, and the process of growth is the process of inte- 
grating the economy of the region with the larger economy of which 
it is a part. There are leverage effects upon total productive capacity, 
but wherever these may occur and whatever their scale, they are re- 
garded as secondary or induced changes; the primary, initiating change 
is the emergence of a new staple. Consequently, attention is focused 
upon a physically defined region throughout that period of time during 
which the staple industry which defines it is undergoing expansion. 
Over longer periods of time attention shifts from one key region to 
another as new staples emerge to support the growth of the total stock 
of productive capacity. 

Essentially, then, the staple theory of economic growth is a regional 
approach.” It leads from the resources of a region to analysis of the 
markets for its staple production and through these to the determinants 
of market demand for its staple. It also leads to analysis of the effects 
upon capital formation and population growth induced directly and 
indirectly by the development of the resources of the region, whether 
these effects occur within or outside the geographical limits of the 
region. And it emphasizes the range of technology relevant to the 
production and marketing of the staple, whether these techniques are 
developed within or borrowed from without. Although the staple 
approach assigns a strategic role to natural resources, it is not a variant 
of geographic determinism. Resources are a function of technology and 

10 The regional character of the staple approach when it is applied to national economic 
development is apparent in W. A. Mackintosh, The Economic Background of Dominion- 
Provincial Relations (Ottawa: Kings’ Printer, 1939) and in many studies strongly influenced 
by Mackintosh, particularly V. C. Fowke’s treatment of agricultural areas as investment 
frontiers in Canadian Agricultural Policy; The Historical Pattern (Toronto: University of 
Toronto Press, 1946), my study, Capital Formation in Canada, 1896 to 1930 (Toronio: 
University of Toronto Press, 1955), and A. W. Currie, Canadian Economic Development 
(Toronto: Thomas Nelson and Sons, 1951). In a recent article, “Locational Theory and 
Regional Economic Growth,” Journal of Political Economy, LXIII (June 1955), 243-58, 
Douglass North urges the adaptation of the staple approach to the study of regional economic 


growth in the United States. His point of departure is that existing “theory of regional 
economic growth has little relevance for the development of regions in America.” 
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tastes; the emergence of successive staple-producing regions is depen- 
dent upon advances in technology and changes in tastes within the 
larger economy of which the regions become parts. 

As applied to Canadian economic development—or, more accurately, 
to the development of regions coterminous with the French and 
British colonies—the staple approach was both practicable and 
efficacious in the period ending in 1820. Virtually all the economic 
activities within the colonies were clearly related directly or indirectly 
to staple production. But after 1820, when fur was replaced by timber 
and wheat, the possibility of other sources of national economic growth 
and change cannot be ignored. It is difficult, for example, to relate the 
enormous growth of the French Canadian labor force in the nineteenth 
century to the new staples. But even if some interrelation could be 
established, a fundamental difficulty would still remain. Although the 
absolute volume of export staples in Canada has increased greatly 
from 1820 to the present time, it is reasonable to believe that the propor- 
tion of the total of economic activity that is unrelated to staple produc- 
tion has increased more rapidly. But this simple proposition cannot 
be tested. Owing to the increase in the number and geographical 
scatter of primary regions associated with staple production and the 
increasing complexity of the interrelations between the staple industries 
and other domestic industries partially or wholly dependent upon them, 
it is impossible to determine the contribution of the staple industries 
to the growth of the national economy in any one period, let alone 
indicate changes in their relative importance through time. Easterbrook 
and Aitken recognize the problem in their recent book Canadian 
Economic History," but they cannot claim to have solved it by abruptly 
shifting to a broader approach to handle the latter stages of Canada’s 
economic development. What they need to do is to demonstrate that 
the time they chose to make the shift was actually more appropriate 
than some earlier stage in the country’s economic development. 

This major limitation of the staple approach is nowhere more 
apparent than in my study of capital formation in Canada from 1896 
to 1930,” because the approach is combined there with systematic 
measurement of specific processes. It is one thing to assert that a great 
deal of domestic capital formation was induced by the emergence of 
the wheat economy and to list some of the regions and industries in 
which it must have occurred. But when all the measurable capital 


11 (Toronto: The Macmillan Co., 1956). 
12 See n. 10. 
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formation is there before you, the inescapable question is how much 
of it was so induced and where? The same problem arises with the 
growth and movements of population and labor. Data in the form 
required to answer these and similar questions that arise with the 
staple approach do not exist. And, since the study of economic growth 
implies some degree of bias for measurement, one is obliged to shift 
to another approach. 


Ill 


One alternative—and one that is not inconsistent with the staple 
theory in its applications to regional developments in British North 
America associated with the earlier staples—is to replace the notion 
of an opportunity structure determined by geography and _ natural 
resources with a general concept of economic opportunity without 
specifying determinants and then concentrate upon what has happened 
to the measurable dimensions of productive capacity by areas, indus- 
tries, and in the country as a whole in the course of their growth 
through time. Measuring productive capacity raises the issue of the 
available data. On this ground alone Canadians might be expected to 
begin with the records of population and labor which are the most 
complete and accurate historical records we have. Moreover, labor is 
not only the largest input in production, but measurable aspects of the 
behavior of people, especially over the long run, can be interpreted— 
at least in a first approximation—in terms of response to economic 
opportunities. 

Since Canada is a region or a complex of regions within a larger inter- 
national economy, regional concepts are imperative in even a first 
approximation to a useful conceptual scheme. Two characteristics of 
the growth of Canada’s population and labor force provide the basis 
for a logical and manageable concept of regions. First, over any given 
period of time there are differentials in rates of growth of population 
among different places—provinces, cities, census divisions, counties— 
and between rural and urban areas and these can be classified to dis- 
tinguish areas by rates of growth in considerable detail. For some of 
these areas records of labor force (gainfully occupied) by occupations 
and, in more recent times, by industries are also available and can be 
similarly classified. For some of the areas the major components of 
total population change and other demographic series are also available 
either in the records or as estimates based upon partial records. 
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A second characteristic of population provides the dimension of 
time required by a dynamic concept of region. The tendency of the 
changes in the additions to and drafts upon the population of a given 
area to exhibit long swings is reflected in similar swings in the changes 
in population increments of the area. Kuznets first discovered this 
type of secular swing with an average duration of approximately 
twenty years in a wide variety of economic time series in his study 
Secular Movements in Production and Prices.* More recently Kuznets 
has shown that similar swings appear in the changes in the flow of 
native births, deaths, immigration, emigration, and other components 
of population change in the United States and has suggested the 
possibility of a complex causal relation between these long swings and 
the pattern of swings that appears in economic times series. In these 
studies of Kuznets we find a logical basis for using the chronology of 
the long swings in total population growth to establish terminal dates 
within which to analyze the changing regional patterns of growth. 

This method of breaking down time into manageable units is a 
logical one whether or not the Kuznets swings turn out to be a distinct 
species of cycle or not. If they are the product of random rather than 
systematic forces, they have nevertheless clearly marked the secular 
pattern of growth. And if growth has occurred in surges or bursts, it 
should be useful as well as convenient to study growth on that basis. 
At the same time whatever data are developed in the study of growth 
will be organized in a useful form for investigating the source and 
nature of the long swings. 

Canadian historical data confirm the usefulness of the conceptual 
scheme suggested by the Kuznets swings.'* Long swings in national and 
regional population series as well as in the limited supply of economic 
time series closely parallel the long swings in the same or similar 
series in the United States over the period 1870 to 1950. Transport 
and population series that can be carried back to 1820 display seven 
and a half long swings of an average length of seventeen and a half 
years over the period ending in 1950. One would expect to find a 
relationship between national population growth and movement, urban 
building activity, and investment in transportation, but one aspect of 
these interrelations in Canadian experience is particularly relevant to 

13 (Boston: Houghton Mifflin, 1930). 

14Short descriptions of this work and the regional concept employed appear in Annual 
Reports, National Bureau of Economic Research, Inc., New York, 1957 and 1958. I am indebted 


to the National Bureau for the opportunity as a research associate in 1956-57 to undertake the 
studies referred to in the text. 
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the argument of this paper. I should like to conclude with a brief 
comment upon the relation of the population of rural Quebec to the 
national economy because it throws a strong light upon a major limita- 
tion of the staple approach. 


IV 


The French-Canadian population of Canada, which is also a Roman 
Catholic population, has always accounted for a very large part of the 
total Canadian population. But owing to the tendency implicit in the 
staple approach to judge economic integration on the basis of com- 
modity trade and, also, to ignore any sector once the staple which 
created and supported it is no longer expanding, the Aaditant, with 
his traditional values of church, family, and economic self-sufficiency, 
has been considered to be virtually outside the national economy 
throughout the nineteenth century and therefore ignored in the 
typical account of the economic development.” 

As a result of the prodigious efforts of Monsignor Tanquay in the 
latter part of the nineteenth century, assisted by the curés of the 
different parishes, the records of the parish registers, as well as the 
duplicates of these records in the archives of the secular authorities, 
were assembled. Among the results are annual records by counties of 
births, deaths, and marriages from 1608. In addition there are available 
fifty censuses of the total population over the period 1635 to 1871 that 
provide a basis for estimating the net out-migration in successive 
periods. 

The total immigration from France to Canada during the French 
regime has been estimated at ten thousand persons, an average of 
sixty-six a year. During the past two centuries the original native 
population has multiplied eighty times."® Over this period, that is, 
since the English regime, there have been only negligible additions 
through immigration. For this reason one can be sure that the pattern 
of changes in the flow of births among this population is not an echo of 
earlier swings in immigration. The accompanying chart shows an 
apparent relationship between the swings in Roman Catholic births 


15]t is not possible here to document fully this observation, but a fair and quick test of 
its accuracy is to check every reference to Canada East, Lower Canada, and Quebec appearing 
in Easterbrook and Aitken, Canadian Economic History, the most reliable and comprehensive 
study of its kind published so far. 

16 Jacques Henripin, “From Acceptance of Nature to Control,’ Canadian Journal of 
Economics and Political Science, XXII] (Mar. 1957), 10-19. 
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in Quebec and transportation development in Canada from 1824 to 
1918, and also a relationship between the birth swings and building 
activity in Montreal. In the period covered there is the expected one-to- 
one relationship between the transport cycles and the Montreal building 
cycles for which data are available and, with the exception of the cycle 
centered on the eighties, there is also a one-to-one relationship between 
the transport cycles and the swings in the changes in the flow of births. 
When the totals of births are broken down between rural counties 
and cities, the long swings appear in both components. This is signi- 
ficant, because it is the behavior of rural French Canadians, who have 
resisted commercial agriculture, that is in question. The data suggest 
that there is an economic link and the present approach suggests that 
it is provided through the movement of labor and population. Before 
1800-1820 there was no scarcity of good land immediately adjacent to 
existing settlements. After 1820, when all the seigneurial lands within 
rural Quebec had been settled, emigration began on a large scale to 
other regions, and by mid-century to growing urban centers within 
Quebec."' It seems to me that only a regional approach can reveal the 
specific differential opportunities controlling these population move- 
ments and throw light on the mechanism which controlled the phasing 
of the swings in the rural areas of out-migration. And when the 
approach is extended to all regions within Canada, and between 
Canada and other areas of the international economy, it will contribute 


17 Jird 


13. 





The index of investment in canals is based on a five-year moving average of estimates of 
annual construction costs. 

The series gross investment in railways, 1896 to 1920, is from Capital Formation in Canada, 
1896 to 1930, p. 136; Montreal building permits are from the same source, p. 140. The 
railway series was run back from 1896 to 1867 with an investment-expenditure series based on 
all major railroads and to 1848 with a series on net annual additions to railroad mileage. The 
series from 1848 to 1896 is being revised to make it wholly consistent with estimates from 
1896 to the present time. However, the addition of minor roads after 1867 and the substitution 
of annual expenditures for annual changes in mileage before 1867 will not significantly alter 
the pattern of the secular swings evident in the chart. 

Short cycles and irregular movements in the original annual total birth data were eliminated 
with a Spencer average, a fifteen term weighted moving average which concentrates so much 
of the weight on the middle five terms that it is, in effect, a very smooth five-year moving 
average. A variety of methods of smoothing out short cycles were tested, including averages 
of specific cycles in the original data. None of these obliterated the long swings which are, 
indeed, quite apparent in the original unprocessed data. 
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to an organic view of internal economic development in which regions 
of stability and decline are as essential as regions of expansion and 
growth. 


The intention of this paper has not been to deny the staple industries 
an important role in Canada’s economic development but to cast 
doubt upon the notion that they can tell the whole story. Gaps in the 
economic literature after 1820 may reflect failure to push the staple 
approach as far as it will go and not, as I believe, inherent limitations of 
the approach. The fact that Innis, after completing his work on the 
fur trade, turned back to the cod fisheries instead of going on to the 
pulp and paper industry, and wrote only a monograph and essays 
on the later staples, is worth pondering. Some final analysis may 
demonstrate that the development of these industries continued to 
generate the primary trends down to the present time. But even if the 
staple concept were expanded to include all exports and all natural 
resource developments, it seems to me that the approach would leave 
major processes of national wealth and illth creation unexplored. In 
any event, simple and obvious alternatives are at hand which cannot 
but add to knowledge of the country’s economic growth. 


KENNETH Buck.ey, University of Saskatchewan 





Discussion 


HUGH G. J. AITKEN: One can have little quarrel with Buckley’s 
convincing analysis of the “staple approach” to economic history. Particularly 
as it was used by the late Harold Innis, this approach was very far from a 
simple description of commodities, transport routes, and markets. Innis’ 
concern from the beginning was with communications, and in particular 
with the transfer of ideas, techniques, and modes of social organization from 
the more advanced areas of the world to less developed areas, such as the 
parts of North America that eventually became Canada. The great staple 
trades dictated the direction and rate of economic growth; more than that, 
around the staple trades there grew up characteristic patterns of commercial 
and financial organization, and these in turn did much to mold the culture 
of colonial society and the boundaries of political jurisdiction on the North 
American continent. 

About these matters there is little dispute. One may be pardoned a certain 
puzzlement, however, over why Buckley holds that the utility of the staple 
approach ceases after 1820. Why this precise year? The only obvious justifica- 
tion for this choice seems to lie in the fact that in 1820, or shortly thereafter, 
the fur trade previously conducted from Montreal and the St. Lawrence 
was transferred to bases on Hudson Bay and the Pacific coast. But fur was 
not the last of the staples. Timber and wheat followed in the nineteenth and 
twentieth centuries. And in more recent times oil, natural gas, iron ore, and 
nonferrous metals have been developed to serve as the staples of the new 
industrialism. Why then assert that the usefulness of the staple approach 
ceases in the early nineteenth century? It could indeed be argued that even 
today the pace and character of Canadian economic development depend 
very largely on the export of staple products to more industrialized areas, 
as has always been true. Contemporary concern over the economic influence 
of the United States on Canada reflects in striking fashion the continuation 
of the old pattern. 

It is true that as an economy becomes more complex, one finds it less 
adequate to interpret its development purely in terms of staple production. 
Other approaches must be utilized to supplement, but not supplant, the 
familiar concepts of the staple approach. If, however, the criterion is to be 
the proportion of total capital formation that is “induced” by the staple trades, 
as Buckley suggests, it would seem beyond dispute that the staple trades 
remained the dominant factor in Canadian economic growth at least up to 
1914. The tremendous volume of investment in canals and railways that set 
the pace for Canadian development in that period reflected the requirements 
of staple production, particularly wheat in Ontario and later in the prairies. 
Investment in urban development and in manufacturing in central Canada 
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was also permitted and even required by staple production in other regions 
of the country. Even today it would be interesting to know how much of the 
growth in the secondary and tertiary sectors of the economy represents the 
development of productive facilities to service the primary sector. 

The problem is how to explain and analyze the period of transition from 
dependence on staple production. Seen in this context the problem is not of 
purely Canadian interest. Many of the underdeveloped areas of the world 
today face similar problems and have much to learn from the Canadian ex- 
perience. Much may be gained by studies of staple production on a compara- 
tive basis. The comparison might well include not only such economic 
regions as the American South but also other countries of the British Com- 
monwealth, such as Australia, and indeed many European countries at earlier 
periods of their history. 








Business History, Entrepreneurial History, 
and Business Administration 


HE Economic History Association is an interdisciplinary organ- 

ization of widely varying interests. The Association has several 
times considered the relationships between Economic Theory and Eco- 
nomic History, but it has paid little attention to that between the ap- 
plied field of Business Administration and Economic History. It 1s 
appropriate to do so now because significant special interests have arisen 
within and around Economic History in recent years which have been 
of particular interest to students of Business Administration. I refer to 
the studies in Business History, Entrepreneurial History, Economic De- 
velopment, and Innovation. Like Economic History, Business Adminis- 
tration is interdisciplinary, at least in part, and relies considerably, 
though at the applied level, on the same fundamental social sciences 
that interest economic historians. Also we have seen an outpouring of 
histories of individual enterprises, as American business, once more 
proud of its accomplishments and increasingly conscious of the value 
of public relations, has sat for its portrait. At the same time, in the field 
of Business Administration there has been a growing recognition of the 
importance of the long-range view in appraising administration, and 
of the use of the social sciences to improve its quality. It therefore is 
time to attempt some integration of these strands of thought. 

Several questions appear to be of particular importance. What is the 
relationship between Economic History and its children, Business 
History, Entrepreneurial History, Economic Development, and Inno- 
vation? On a larger scale, how are these subjects related to Business 
Administration, and particularly to its subdivision usually called Busi- 
ness Policy Formulation? If entrepreneurship is of interest from the 
broad analytical point of view, is it also of concern from the operational 
one, and if so, how can it be taught or otherwise developed? How 
well designed for use as long-range case studies in Business Adminis- 
tration are the objective and critical histories of business firms with 
which we are familiar? Are such studies of substantial value when 
they concern enterprises distant in time and place and within environ- 
ments strange to modern leadership? Is there any apparatus by means 
of which the record of any particular historical administration can be 


appraised? Is the historical study of enterprise of value in the cur- 
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riculum of a school of administration only because of its contribution 
to cultural background, or can it play a more central role in the pro- 
gram? 

For my purposes it will be useful to broaden the term Business His- 
tory, beyond what is usually included thereunder, to embrace much 
of what is included in other connections under Entrepreneurial History, 
Economic Development, and Innovation. I shall use the term in this 
broader sense to mean the study of the promotion, structure, policy, 
and control of enterprise at various times and places. The organization 
may be of a public nature as well as private and profit-oriented. Busi- 
ness History is properly a part of Economic History, but is concerned 
with the policies and arrangements by which individual units have 
operated in historical situations, whereas Economic History primarily 
consists of historical description and trend analysis at the broad level 
of the nation, region, or industry. The difference is not unlike that 
between Macro- and Micro-Economics. There is, however, one im- 
portant similarity between Economic History and Business History: 
many of the factors of growth and decay which work at the broader 
level also can be found to affect individual enterprises. In many ways 
students of Business Administration are concerned also with these fac- 
tors of growth and decline, and with problems of adapting the enter- 
prise to ever-changing conditions. Therefore, as the point of view of the 
analyst of Business Policy lengthens, it approaches closely that of the 
Business Historian, and both can contribute valuable advice in current 
policy discussions. 

To make clear some of the relationships between Business History 
and Business Administration it is desirable to trace briefly the develop- 
ment of the latter as an academic discipline. In a recent very able paper 
Fritz Redlich has traced the emergence of many of the methods of 
approach which are still the concern of faculties in this field.’ He 
identifies three significant stages of development. In the first of these, 
which originally appeared in the mid-eighteenth century in schools 
such as those at Lisbon ca 1755 and Hamburg in 1768, the program con- 
sisted of only vocational commercial studies. The subjects, taught at 
elementary levels, consisted only of those useful in the merchant’s count- 
inghouse—writing, bookkeeping, commodities, geography, languages, 
foreign exchange, and the like. No attention was paid to administration 
in the modern sense. These programs resulted from the recognition by 





1 Fritz Redlich, “Academic Education for Business: Its Development and the Contribution 
of Ignaz Jastrow (1856-1937), The Business History Review, XXXI (Spring 1957), 35 ff. 
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merchants of the value of formal instruction along the lines of con- 
temporary apprenticeship. This approach is found today in those voca- 
tional institutions whose object is to teach certain skills and thus enable 
their students to enter the white-collar class. While of some interest 
historically, this type of approach to business is of course of almost no 
interest to economic and business historians in any philosophical sense. 

The next stage emerged late in the nineteenth century. The business 
classes desired to have an educational program that would combine 
both vocational training and broader studies at the university level. This 
movement was undoubtedly a part of the general trend toward more 
education, but it also was clearly a reflection of the rising status of 
business men in society. This development was coupled with some feel- 
ing of inferiority vis-a-vis the usually well-educated nobility and civil 
servants and with the recognition of the wider horizon needed for the 
management of business affairs. Thus in Germany programs were 
evolved which supplemented purely vocational courses with university 
work in such subjects as Economics, Law, Statistics, and Banking. The 
early New England merchants attempted to secure somewhat the same 
result by sending sons to Harvard or Yale, and then on foreign voyages 
as masters and supercargoes. 

A further development of this stage appeared with the establishment 
in France in the mid-nineteenth century of the Ecole Libre des Sciences 
Politiques, which aimed to train men for the diplomatic and colonial 
services and for such large and special enterprises as the concessionaire 
railroads, the great banks, and other large financial institutions. On this 
model Sydney Webb founded in 1895 the London School of Economics 
and Political Science, which was designed to provide the business 
classes with an education suited to their needs and equal in quality to 
that available to the professions. In these examples we can see a recog- 
nition of the similarities in the requirements for administrators of large 
affairs in both the public and private services, and of the importance of 
the social sciences. The first American effort, the Wharton School at 
the University of Pennsylvania, started in 1881, also appears to have 
had this orientation, but with a somewhat narrower horizon. Its cur- 
riculum was intended to provide both training in the management of 
financial affairs and study of the principles of good government, both 
with strong moral overtones. 

In this stage we thus see combined the points of view of the inde- 
pendent merchant or industrialist involved in the direct management 
of relatively simple organizations, the public servant interested in mat- 
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ters of national concern, and the reformer concerned with good conduct 
in both business and private matters. The undergraduate business 
schools of modern America, with their extensive work in the liberal 
arts and their semivocational specialties, are the heirs of this stage. In 
them Economic History in all its forms plays an important role in 
broadening knowledge. 

The third stage appeared early in the twentieth century, and was 
distinguished, as Redlich shows, by the concentration of attention on 
the decision-making problems of top management in the newly arisen 
larger scale business organizations. The first school to do this explicitly 
was the Berliner Handelshochschule, founded in 1906 by Ignaz 
Jastrow. Through F. W. Taussig this endeavor was to have considerable 
influence on the important Harvard Graduate School of Business Ad- 
ministration, which was opened in 1908 under the deanship of the 
economic historian Edwin F. Gay. As is well known, this school 
pioneered in the use of the case method, and by so doing moved the 
field into an area all its own and quite distinct from the established 
disciplines. It is said that Gay hoped to use some cases of long-range 
historical significance, but little was actually accomplished along this 
line. The case method is now an important feature of most of the 
advanced professional business schools. Although it is still too new to 
have had a large impact on senior management, graduates of these pro- 
grams are beginning to appear in the top positions of American cor- 
porations alongside lawyers, engineers, and arts graduates.” 

It is possible that the field is now developing into a fourth stage, 
which might be called the teaching of what A. H. Cole has called 
“cognitive entrepreneurship.” * While retaining the emphasis on the 
problems of the professional top management, there is a growing in- 
terest in the use of the social sciences and mathematics in solving ad- 
ministrative problems. Some of the practitioners even believe that in 
the future administration may become more of a science than an art. 
Accordingly there is increasing emphasis on those long-run and deep- 
lying factors which are the special interest of business historians. Fur- 
thermore, this type of program is now servicing primarily the needs 
of able and ambitious young men who are without important business 
connections but whose objective is to climb as high as possible in the 





2 Mabel Newcomer, The Big Business Executive, the Factors which Made Him, 1900-1950 
(New York: Columbia University Press, 1955), p. 75. 

3 Arthur H. Cole, ‘““An Approach to the Study of Entrepreneurship,” THE JourRNAL oF Eco- 
nomic History, VI supplement (1946). 
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increasingly complex and impersonal corporate hierarchies. From the 
point of view of such an organization man, the survival and growth 
of the organization, to which he is often importantly committed, are 
matters of great concern. Administration has replaced trade and finance 
as the center of interest. In this search for a more cognitive leadership 
Business History should have much to contribute. 

How this can be done requires some discussion of the case method. 
The enterprise histories, entrepreneurial biographies, industry studies, 
and some other types of work familiar to us frequently approximate 
cases. They do this when they present with sufficient clarity the prob- 
lems of decision making. Cases can, of course, take several forms, such 
as action cases, philosophical problems requiring the development of 
a point of view by a person in an administrative position, and studies in 
the long-range evaluation of earlier decisions and policies. 

The most common type is the current problem case. It is presented 
in the form in which it arose for some actual administrator and 
requires a decision at some level of the organization. It is characteristic 
that such problems, and especially those originating at high levels, 
rarely fit neatly within the confines of any of the established disciplines. 
Hence the case method places a high emphasis on the rational sizing 
up of a situation, the debating of alternatives, and the prompt achieve- 
ment of a conclusion. 

To the great distress of many academicians this approach tends to 
neglect theoretical formulation, rarely going beyond the deduction of 
currently useful generalizations. In some institutions where this method 
is extensively used the point of view becomes noticeably antitheoretical. 
There is undoubtedly considerable advantage in approaching a problem 
without being weighed down by a vast amount of intellectual baggage, 
much of it surplus to the matter. On the other hand, there is one im- 
portant weakness that should be of interest to business historians, 
namely, the concentration on the immediate present, with a resulting 
neglect of those factors which work themselves out more slowly. An 
appreciation of the long-run considerations that may tend to produce 
success or failure, and of their implications for current decision making, 
however, can be of great importance. It is here that Business History 
can make an important contribution to Business Administration. 

A second major weakness in the contemporary action case is the 
inability to deduce the correct answer in any authoritative fashion. 
Hence it is commonplace to hold that the value of such cases lies pri- 
marily in the training provided in the systematic exploration of the 
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problem and the debating of the desirability of alternatives, and little 
in the actual conclusion reached. While undoubtedly correct, this judg- 
ment leaves the business historian somewhat unsatisfied, for he knows 
full well that in the course of history some decisions have appeared 
to be wiser than others. The problem, then, is how to impart that 
high sensitivity to the long-range significance of things that is the 
attribute displayed by a superior business leader when faced with sev- 
eral alternatives, some of which, on first look, may appear to be equally 
desirable. 

It is here that the historical case, the business history, if well done, 
can be of marked value. The study can be written after the events, and 
the results can be stated and appraised. Of course, one here encounters 
all the problems of historical causation, but these are no more difficult 
than those of future causation involved in current problems of policy 
formulation. Such reappraisals may assist both the practicing adminis- 
trator and the scholar interested in discovering the laws of growth and 
decay. Perhaps through the historical case in business policy we can 
help create that greater cognitiveness in leadership which we would 
like to see. 

It is possible to learn something from the military authorities in this 
respect. Holborn has pointed out the great importance which military 
staffs came to attach to the detailed and critical histories of campaigns, 
especially in Germany under von Moltke.’ It was noted that maneuvers, 
no matter how well conducted, had the disadvantage that an officer 
involved could not comprehend the whole situation. On the other hand, 
through careful historical study he could understand how others, pre- 
sumably as intelligent as himself, had achieved either success or failure. 
In the same way Frost in his study of the Battle of Jutland, which was 
based on minute-by-minute comparison of the information available 
as well as conclusions and actions of the respective commanders, has 
shown how each had unused opportunities to secure a favorable deci- 
sion, and how, through many errors of omission and commission only 
an inconclusive result was achieved.’ Probably the same problem exists 
in business administration. A commander does not intend to lose a 
battle, and a business leader does not want to ruin his firm, yet both 
things happen. Of great importance, therefore, is the development of 
a sensitivity to imperfections in what may appear to be a clear view of 
a situation. 





4 Edward Mead Earle, Ed., Makers of Modern Strategy: Military Thought from Machiavelli 
to Hitler (Princeton: Princeton University Press, 1943), pp. 179-80. 
5 Holloway H. Frost, The Battle of Jutland (Annapolis: U.S. Naval Institute, 1936). 
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There is a need of a much more far-reaching type of Business His- 
tory than we now have. To produce this will require a better integration 
of the work that has been done in enterprise history, entrepreneur- 
ship, innovation, and economic development, which in my opinion 
have been kept too much separated. Thus Business History, using the 
term in its more usual sense, which is very largely the product of his- 
torians, has contented itself with some very valuable description and 
some analysis of the organization, characteristic policies, administrative 
systems, and aims of business over the years, and with many valuable 
studies of selected enterprises, but it has not, on the whole, asked the 
larger questions about the policies recorded and the careers of the firms. 
In contrast, much of the work in Entrepreneurial History has focused 
its attention on the explanation of the drives to promote and develop 
enterprise at various times and places, and especially on the observable 
differentials therein. The entrepreneur has rightly been lifted to a high 
plane in the social order, but a corollary has been a tendency toward a 
type of great-man interpretation of history. There has been a notable 
lack of interest in the follow-through necessary to make promotions 
become realities. Entrepreneurial History has made extensive use of 
sociological materials, and has been deveolped most vigorously by per- 
sons with backgrounds in Economics and Sociology. 

The work of the Research Center in Entrepreneurial History under 
the leadership of Arthur H. Cole has been outstanding and has illumi- 
nated many of the aspects of the economics of growth. It has, however, 
concentrated almost entirely on problems in pure social science, and has 
made little or no attempt to bring its work into an operational state. In 
view of the great emphasis placed on entrepreneurship as a social force 
it is particularly pertinent to ask how a society can teach or develop this 
valuable quality. It is my opinion that this is something which cannot 
be taught directly as other subjects are, but instead is an approach to 
life which may be developed, if this is possible, by example. If so, this 
historical work may aid us greatly in the creation of a more cognitive 
business leadership. 

Closely related to the entrepreneurial studies are those in Innovation, 
of which the works of Usher, Maclaurin, and Jewkes deserve special 
mention.” Most entrepreneurs are innovators in some respect—in tech- 
nology, organization, business practice, law, or governmental relations, 


6 Abbott P. Usher, 4 History of Mechanical Inventions (rev. ed.; Cambridge: Harvard Uni- 
versity Press, 1954); W. R. Maclaurin, Invention and Innovation in the Radio Industry (New 
York: The Macmillan Co., 1949); John Jewkes, David Sawers, and R. Stillerman, The Sources 
of Invention (London: Macmillan & Co., 1958). 
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to mention some possibilities. It is important to understand how new 
things happen, and, from the operational point of view, how they can 
be made to happen. Hence the analyses of how an incomplete pattern 
comes to be recognized, of the problems of completing the pattern, and 
finally of the development of the idea are of major importance. How- 
ever, since new things are increasingly emerging through the efforts of 
large-scale research organizations, both corporate and public, some 
integration of the studies in Innovation with those in the history of 
enterprise would further illuminate the problems of business policy. 

Finally, in the studies of Economic Development, economists and 
economic historians have made valuable progress in developing a 
new type of dynamic economic theory. Certainly the differential rates 
of growth observable in time and place have deep-seated causes and 
require careful study. Some of the concepts used appear also to have 
marked value in the study of the equally puzzling differentials in the 
rates of development of individual firms. For example, the propensities 
discussed by Rostow to develop fundamental knowledge, to apply such 
knowledge when created by others, to adapt to changes made by others, 
and to accept the importance of change appear to have significance at 
the firm level.’ It is interesting to compare, for illustration, the policy 
of a General Electric Company and its strong emphasis on innovation 
with that of a Pepperell, which was characterized mainly by high 
adaptability, and with that of Rockefeller’s Standard Oil, which was 
adept at applying the latest ideas of others. Furthermore, since eco- 
nomic development stems from public policies relating to such matters 
as employment, public expenditures, and central banking and from 
business policy decisions, careful studies of the latter should aid 
greatly in the understanding of this subject. 

The problem, therefore, is to develop a system of interpretation 
which will be of meaning not only from the philosophical point of 
view of the detached historian and economist but also from the more 
operational one of the administrator. In addition to the usual questions 
of who, when, how, and why, we need to ask what should have been 
done. The historical case study can thus become a valuable bridge be- 
tween the pure and applied aspects of social science. 

The time period of such studies does not appear to be of great im- 
portance in determining their usefulness. It is quite correct, of course, 
that those dealing with events before World War I present quite a 

TW. W. Rostow, The Process of Economic Growth (New York: Norton, 1952). 
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strange environment to modern administrators, and the more so the 
farther back one goes. But comparative studies are always illuminating. 
Furthermore, the fundamental elements of the administrative process 
appear to be independent of time and place, even though the environ- 
mental factors, which are always pertinent to any decision, vary greatly. 
Thus one can learn much from the careers of Barbarigo, the Hancocks, 
the Browns, and the Whitins, to mention a few names.® These were 
firms having direct management, but there is also much to be pondered 
in the careers of larger and more complex organizations of the earlier 
periods, such as the East India Company, the Bank of England, the 
Pepperell Manufacturing Company, and the nineteenth-century rail- 
roads.” 

How good are our enterprise histories from the point of view here 
presented? Many of course are valueless, except for certain incidental 
background information they present. In this category are the self- 
portraits, particularly the centennial variety, that are usually done 
by public-relations men, and in which every decision appears to have 
been wisely made, and each officer gets the footage of praise proper to 
his status in the organization. Of small use are the studies of the 
robber-baron type, as well as those that uncritically glorify the busi- 
ness system in general. Both of these approaches reflect the state of 
mind of the writer instead of providing insights into the management 
of affairs. In general, the more a writer can place himself in the posi- 
tion of the responsible officers, note their purposes, consider the correct- 
ness of their analysis, discuss their alternatives, and penetrate their de- 
liberations, the more useful the study will be from the point of view 
here being considered. Very few of the works are entirely satisfactory 
on this score. Indeed it is obvious that such an approach is difficult, and 
hence it is understandable that many writers are reluctant to attempt 
more than a philosophical commentary on the role of the man or organ- 
ization in history. Furthermore, another difficulty is the failure to deal 
adequately with the administrative structure, that is, to discuss how 
things got decided and executed. Business administration is much 
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more than innovation and decision making; it also requires the govern- 
ment and motivation of men and the marshaling of resources. 

Some of the recent work in Administration can greatly assist business 
historians in appraising the firms with which they are concerned. Litch- 
field, who has done much to delineate the elements of the administra- 
tive process, reduces it conceptually to five steps.’® These occur wherever 
the administration is conducted in an organization and in the three 
functional areas of policy making, resource mobilization, and execution. 
The first of these, which has received much attention from both 
historians and economists, is decision making; this involves the wide 
range of activities necessary to define an issue, analyze the existing 
situation, calculate and delineate the alternatives, deliberate regarding 
the desirability of the results, and finally to reach a judgment on which 
action can be based. This process can be effectively performed or not, 
depending on whether the approach is rational, deliberative, discre- 
tionary, Or purposive, or on the other hand, is irrational, habitual, 
obligatory or random, or some combination of these qualities. One of 
the striking contributions of the Standard Oil studies has been their 
illumination of how the decision-making process tended toward the 
first of these patterns, while the equally interesting study of the Ford 
Motor Company shows many elements of the latter group of qualities.”’ 
Further studies of this type would greatly increase our understanding 
of the foundations of success or failure in business. 

But decision making is not the end of administration. The four steps 
which follow in Litchfield’s analysis, which have received little atten- 
tion in our enterprise histories, comprise the essentials of the follow- 
through to a decision. They are: programming, which consists of the 
interpretation of the decision in assigned courses of action; communi- 
cating, which is the transmission of the program to and the motivation 
of the functionaries as well as the establishment of essential channels 
for the flow of information both up and down in the organization; 
controlling, which is the establishment of standards of performance 
and the enforcement thereof; and finally reappraisal of both the 
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decision and the supporting activities in the light of changing condi- 
tions and performance. It would be useful in the historical cases, 
therefore, to pay considerable attention to the performance of the 
leadership in these latter respects. Ability in such matters may do 
much to make up for lack of imagination in promotion and in decision 
making generally, and conversely, fertility in ideas is often sterile 
without diligence and ability in the less exciting tasks of administration. 
Indeed it is well known to economic historians that among the most 
successful entrepreneurial units have been those created through the 
association of innovators with competent business operators. Business 
historians should therefore have regard for all the aspects of the 
administrative cycle, not merely decision making. 

There are other ways in which the work in Administration can 
assist in the interpretation of Business History. The above cycle occurs 
within a larger system, which consists of the ecology of the whole 
society, the personalities of the functionaries, and the traditions of the 
unit and of its industry. It is therefore not only appropriate but useful 
for studies to discuss the individuality of different enterprises as well 
as their common features. One of the striking conclusions from reading 
the enterprise histories is that no two firms can be found which are 
exactly alike. Each leadership group rather meets the problems of the 
day according to the concepts, objectives, and rationality of its indivi- 
duals. There is discernible no obvious equilibrium solution to which all 
administrations sooner or later come, as some might gather from some 
of the texts in Economics. Basic concepts regarding the environment, 
social backgrounds, educational levels, religious beliefs, philosophical 
ideas, personal objectives, assessments of risks, and many other similar 
considerations govern business actions from day to day. Decisions lead 
to patterns of decisions, which in turn form company custom and 
doctrine. Thus is born that interesting phenomenon, the business 
personality, which is made evident by, though not often analyzed in, 
our business histories. The development of differing policies and 
administrative responses provides fertile ground for discussion of their 
comparative wisdom. In this connection much can be said for the 
comparative study of rival enterprise, of which we have some interest- 
ing examples dealing with both textile machinery and petroleum. 
To study one business history is therefore not to know them all. 

The studies in administration have also pointed up some of the 
peculiar reaction patterns of administrative organisms. Litchfield notes 
that the administrative process occurs in substantially the same form, 
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despite important differences in environmental factors, in commercial, 
industrial, educational, governmental, and military organizations. The 
nineteenth-century concepts of education for administration were thus 
not far of the mark in their recognition of the advantages of combining 
business and public affairs in one program. An organization tends to 
follow certain laws of its own. It seeks to perpetuate itself, to preserve 
its internal well-being, to protect itself in conflict with others, and to 
grow, often without much attention to profit. Those of us in educa- 
tional institutions should be able to document such tendencies. 
Wherever management has institutionalized itself, that is, has passed 
from the stage of personal leadership, usually by the founders, to that 
in which its existence is independent of the life or service of individuals, 
such tendencies become pronounced. Historical studies can aid greatly 
in their illumination and control. 

So far we have talked of the appraisal of a specific business admin- 
istration mainly in terms of discussing the factors involved in the 
growth or decay of the enterprise. It can also be appraised in terms of 
the contribution of the individual firm to the public welfare. This is 
a task which both historians and economists are ordinarily quite ready 
to perform, each according to his lights. Students of Business 
Administration are also showing increasing interest in the problems of 
the social adjustment of enterprise to its environment, as is shown by 
the inclusion of systematic case work on the responsibilities of manage- 
ment in most professional programs. Here too the historical case can 
be of great value. 

All too frequently, however, economic historians appear to fall 
between two stools in making such appraisals. It often happens that 
the histories of the more general philosophical type, which look more 
to the results than to the pressures on and problems of management, 
are very free with criticism, while those that do focus on the business 
as an operational unit are not very explicit on this question. Further- 
more, it is possible to distinguish two points of view from which such 
appraisals may be made, both of which are necessary for a full apprecia- 
tion. 

The first may be called the negative point of view. It consists of 
discussing and usually condemning those policies of the enterprise 
which vary from those considered to be fully acceptable according to 
the analyst’s concepts of Law, Economics, and Political Science. Policy 
makers may of course be quite properly condemned for overstepping 
the bounds of acceptable conduct, whether or not these are explicitly 
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determined by law, but often the limits are fuzzy. The vast literature 
on monopoly and competition dominates this scene. Economic 
historians, following in the tradition of Adam Smith, have been quite 
properly antagonistic to monopoly, but the problem is to identify it. 
There have been marked differences between the economists and the 
courts with respect to this matter, and historians have often added to 
the confusion with concepts of their own. Racketeers excepted, it seems 
safe to say that few business leaders actually set out to become public 
enemies. The Hidys have shown that not even Standard Oil intended 
or expected to become the great center of public controversy which it 
actually became. From the point of view of policy makers the problem 
is certainly much more than taking counsel with legal authorities. 
It involves some appreciation of philosophies which are the foundation 
of public opinion. Thus, despite the undoubted ability of Rockefeller’s 
firm it can be said to have committed serious blunders, as is evidenced 
not only by the decision of 1g11 but also by those of state authorities. 
Enterprises may operate close to or beyond these limits for some 
time. Thus a recent study by Kaysen has given us notable insight into 
the affairs of the United Shoe Machinery Company, and especially 
into its restrictive leasing operations.” This type of work has marked 
value to the appraiser of business policy, from the negative point of 
view. 

The second approach, which may be called the positive one, is to 
attempt some assessment of the contributions of an enterprise to the 
public welfare in terms of its additions to production and service. In 
doing this the standards are certainly a matter of even more debate. 
Furthermore, since much of our documentary material comes from 
public records, a large part of which arises because of criticism of 
enterprise and desire to regulate it, there is perhaps a natural tendency 
among historians to emphasize the misdeeds of enterprise. In contrast, 
business leadership, given its natural focus on its own welfare and 
growth, is much more likely to think in terms of its achievements— 
of products developed, plants built, loyal and efficient organizations 
created, and financial strength built up. 

Strong managements are likely to exhibit high scores under both 
systems of evaluation, whereas weak ones, which add little, and that 
slowly, to the national product, may also keep out of trouble. Here 
lies a dilemma in evaluation. Innovation, vigorous promotion, and 
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strong competition continued over a period of time have often led 
to dominating positions, and thus have placed severe pressures on rivals. 
Hence throughout recent American history we have found the opposed 
positions of admiration for the accomplishments of vigorous businesses 
and of suspicion of its power. How to steer between these extremes is 
a matter of interest to policy makers, and one which our guild can 
help to illuminate. 

The over-all appraisal of a business management is thus a complex 
matter. Most accounts of important firms show some significant 
achievements and some wise decisions, as well as great gaps in vision 
and action. Few portray all-around excellence. All-around mediocrity is 
much more common. Important positive achievements may be found 
coupled with deeds that appear to have violated the contemporary 
concepts of acceptable conduct. Business units have also been guilty of 
acts of omission as well as of commission. Success has bred pride, 
complacency, and resistance to change. A Ford can provide the nation 
with its means of mass transportation, and yet follow a labor policy 
which can be described only as harsh. A Standard Oil can engage in 
unfair and monopolistic practices, and yet contribute importantly to 
technical progress and to the development of efficient organization. 
If mistakes in decision making there have been, it can indeed be helpful 
to those who would learn what they can from the past to understand 
wherein these lay. 

To conclude, Business History, in the wide sense, can be a study of 
operational as well as general interest. It is not as yet well adapted, 
however, for meaningful study by business leaders. Much more can be 
done to integrate the strands of thought pertinent to the subject, and 
to take account of the related work in Administration. In this way 
Business History can contribute to the development of cognitive 
entrepreneurship. 
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Economic History and the 
New Business Htstory 


URING the last twenty years Business History has become one of 
Economic History’s most important subdivisions. This has been 
partly, but certainly not altogether, the result of prosperity. With high- 
level employment and income the general attitude toward the busi- 
nessman has changed. He is no longer popularly regarded as the 
personification of villainy. In the “new Business History” he has fared 
very well indeed. He has not been restored to a place among the saints, 
but he certainly is back among the choir boys. There are two points 
of view on this whole development. One is to condemn the new 
Business History as a sinister plot on the part of Big Business to 
bamboozle the American public. The other is to regard the new Busi- 
ness History as the most promising of the three major developments 
that have taken place in Economic History during the last thirty years. 
If it had accomplished nothing else, the new Business History should 
have been of revolutionary importance for two things: it took the 
businessman out of the wings and put him in the center of the stage, 
and it corrected the oversimplified version of the businessman that had 
always been the stereotype. Nothing should be more important than 
that which makes a star out of a bit player, and nothing can be more 
annoying than that which complicates what had always seemed so 
simple. Unfortunately, from the standpoint of the other social sciences 
Business History has lived up to only part of its potentials. It is the most 
vexatious, exasperating, and aggravating of all the historical disciplines, 
but it has never been as important as it should be. 

Fifty years ago Business History, if one may be permitted to call it 
that, had little to offer the economic historian. There were then two 
types of Business History. One regarded the entrepreneur with awe- 
struck wonder; the other looked upon him with high moral indigna- 
tion. But despite their fundamentally opposed interpretations the two 
groups had much in common. Each was an exercise in moral judgment, 
each was concerned with the individual entrepreneur, and each was 
uninterested in the business system. Both preached a gospel and an 
article of faith. If they were naive, they could be excused for not 
knowing any better. Both rose out of deep-seated and highly emotional 


beliefs. The probusiness studies welled up from a sincere faith in 
467 





468 Herman E. Krooss 


Horatio Alger and a crusading admiration of Calvinism. In them 
material success was the reward for hard work and self-reliance. The 
critical school was inspired by a sense of violated justice. Without 
denying the Alger thesis or questioning the Calvinistic gospel, its 
exponents condemned the entrepreneur very much as they condemned 
the deacon who had absconded with the collection plate. 

Neither the Calvinistic nor the morally indignant school of business 
history has ever died completely, but each long since lost its verve. 
The present examples are anemic throwbacks, patently insincere or 
without the hell-fire-and-brimstone of Lloyd or the original Tarbell. 

The original schools of Business History had already lost much of 
their punch by the outbreak of World War I. Much of this was the 
result of the pervasive influence of scientific management. The 
philosophy engendered by Taylor, Gantt, and others has been greatly 
underestimated in the history of American economic thought. Certainly 
its influence on Business History was immense. It cooled much of the 
moral indignation that had been directed at the entrepreneur, and it 
gave him a social justification that he had never before possessed. Many 
of those who had regarded the entrepreneur as a greedy, acquisitive, 
antisocial moneygrubber were converted and converted completely to 





a highly sympathetic attitude. The conversion of Ida Tarbell was of 
course most spectacular. She suddenly stopped throwing rocks at 
Standard Oil and denouncing privilege-seeking tariff advocates. Instead 
she sang the praises of what she called the “hunt for the Golden Rule 
in industry.” She had found a new faith in Taylor’s principles, which 


were to her “the foundation of genuine social service.” ' 


But the change in the interpretation of Business History went much 
further than the episode of Tarbell’s conversion. It swallowed up most 
of the popular writers, and it seeped into the thinking of most of the 
academicians. The influence was certainly not a healthy one, and to it 
was added the pernicious influence of the prosperity of the 1920's. By 
then Business History had even less to offer the economic historian 
than it had offered at the beginning of the century. The curmudgeons 
of the good old days had at least contributed a number of anecdotes, 
but even these were missing in the literature of the twenties. The 
typical piece of Business History was the 300-page account of progress 
from farm poverty to industrial service as told to Garet Garrett, Samuel 
Crowther, or Isaac Marcosson. All the attention was focused on “the 
man who built the company.” The firm and the business system that 

1Jda M. Tarbell, All in the Day’s Work (New York: The Macmillan Co., 1939), pp. 293-96. 
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earlier had been given at least grudging recognition were now ignored 
in an obsession with the human interpretation of history. Yet 
paradoxically, the effort to interpret Business History entirely in terms 
of the human being resulted in the dehumanizing of the businessman. 
Business History had washed him clean. It had made him spotless and 
free from sin. But it had also made him very, very dead. Business 
History had sanctified the businessman by embalming him in treacle. 
Economic History could not accept this interpretation, and conse- 
quently the businessman dropped out of Economic History completely. 

The depression brought an abrupt end to all this unrealistic sweetness. 
But it did not revitalize the morally indignant point of view. There was 
no restoration of the breathless viewing with alarm. Instead, it became 
fashionable to criticize business bitterly, and the “robber-baron” thesis 
basked in all its gruesome glory. Nothing is more fascinating than the 
inside history of villainy, and the “robber-baron” books of the deep 
depression soared to a vast popularity that they have not altogether lost. 
Dipped in vitriol, they were readable and exciting. But no matter how 
excitable and readable, their effect on the growth of Economic History 
was disastrous. If anything, they contributed less to Economic History 
than had the drivel of the twenties. In the literature of Economic 
History business enterprise became a jumping-off place for long and 
quite uninspired descriptions of government antitrust activity. 

Fortunately, however, a new Business History had already been born 
amid the treacle of the twenties. The revered but ill-fated Journal of 
Economic and Business History was \aunched in 1928. Hutchinson’s 
Cyrus Hall McCormick appeared in 1930, Hedges’ Henry Villard and 
Porter’s John Jacob Astor, Business Man in 1931. But then came a long 
hiatus, and it was not until 1936 with the publication of Henrietta 
Larson’s Jay Cooke, Private Banker that the new Business History 
really began its career.” 

This was a “new Business History” in every sense of the word. It was 
dedicated to the objective study of business as an economic force. As 
such it opened up an almost inexhaustible area for research, and 
scholars have been digging deeply and diligently ever since. Business 
History has become a thriving business. Of the 1,700-odd titles in Lorna 
M. Daniell’s Studies in Enterprise about 60 per cent appeared in the 
last twenty years, and over 70 per cent in the last thirty years. 


2 The usual exceptions to the generalization include Harrison Thornton, The History of 
the Quaker Oats Company (Chicago: University of Chicago Press, 1933) and Virginia D. 
Harrington, The New York Merchants on the Eve of the Revolution (New York: Columbia 
University Press, 1935). 
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Business History now comes in a variety of divisions and subdivisions, 
ranging from the pictorial history of The Texas Company to the 
exhaustive and definitive story of Standard Oil. Today it seems that 
everybody writes Business History. Once, not too long ago, the field 
was monopolized by free lancers, but that day is long since past. Today 
the academicians—historians, economic theorists, sociologists, and 
students of management—are much more numerous than the popu- 
larizers. 

The popular histories are written for the approval of a firm, a 
businessman, or the box office. They are often very readable, fascinating, 
and entertaining, but aside from a mere handful they offer nothing 
new or useful to the economic historian. Most of them are redesigned 
models of the old hat. The puff jobs are still with us, and so is the 
saga of the robber baron, but both have been watered down. The heroic 
businessman of the nineties does not appear so villainous in the 
prosperity version of the robber-baron thesis. He is patronizingly 
described as a rather odd ball who had a certain knack for taking 
advantage of the propitious moment. His career is described in high 
good humor, not etched in acid.* The puff jobs are things of lavender 
and old lace. They are obituaries of men and firms that are not yet dead. 

Unlike the free lancers, the academicians scorn the box office. Some 
pride themselves on not being readable. They boast that they are the 
slave of no subsidizing businessman or record-revealing firm. Whether 
the boast is true or not, they have contributed an immense quantity of 
information to the portfolio of Economic History. Mostly because of 
the labors of academic scholars, economic historians should know as 
much about Business History as they do about most of the other topics 
in the discipline. 

Academic business historians fall into three more or less clearly 
differentiated categories: the particularizers, such as the practitioners in 
the Harvard School; the generalizers, including Cole, Cochran, and 
Redlich; and the biographers, notably Allan Nevins. Most business 
historians are particularizers. They are students of the life and times of 
individual firms rather than of business in general. Their chief aim 
seems to be to help contemporary and future businessmen to learn how 
to make decisions, but their generai objectives are never clearly stated. 
They are historians of management rather than economic historians, 
for they are mostly concerned with the development of business 


3 See, for example, Stewart Hall Holbrook, The Age of the Moguls (Garden City, N. Y.: 
Doubleday, 1953). 
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techniques, or, to put it another way, with the historical background 
of the subjects taught in schools of business administration. They are 
not prone to generalize either about the business system, or about 
businessmen in the aggregate, or about any specific businessman.* Like 
students of management, they take the business organization as given 
and assume that the existing techniques are good. 

In contrast to the particularizers, the generalizers, of whom there are 
only a handful,’ persist in taking a panoramic view of the whole busi- 
ness system. They are, in Arthur H. Cole’s phrase, “entrepreneurial 
historians” rather than business historians. They belong in liberal arts 
rather than in business schools. At Harvard they belong on the other 
side of the river. They are more interested in the institution of business 
than in the single firm. They are less concerned with the history of 
management techniques than with the economic and social impact of 
business. They are more interested in the abstract than what is con- 
sidered “practical.” 

Although they are poles apart in their outlook and approach, each 
school of the new Business History has contributed much to Economic 
History. The generalizers have contributed provocative hypotheses; 
the particularizers have contributed volumes of encyclopedic informa- 
tion. This information is not catalogued. It is confused and vague. It 
consists of large lumps of flesh with no articulated skeleton to hang 
them on. But it is there, and because it is there, Economic History no 
longer has the excuse that it once had for ignoring business enterprise. 
A generation ago, even a decade ago, economic historians could argue 
that they paid little attention to business because no one knew anything 
about it. That apology no longer has validity, for the business historian 
has supplied ample data from which can be spun a plausible explana- 
tion of the historical evolution of business enterprise. To be sure, most 
of this is implied rather than stated neatly and concisely, and it must 
be dug out of a mass of information, for most of the new academic 
business historians are either too cautious or too honest to make flat 
statements. But no one can read the new Business History without 
emerging with a set of impressions that do irreparable damage to the 
intellectual baggage he carries around in his intellectual rucksack. 


4 Again there are exceptions. Specialists in management are much more likely to generalize 
than are business historians. Compare, for example, the writings of Ernest Dale and Peter 
Drucker with the studies in the “Harvard Business History” series. 

5.N. S. B. Gras, who, by encouraging the narrow one-firm approach dug much of the gap 
that now exists between Economic and Business History, was a prolific and most provocative 
generalizer. 
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These impressions vary from the very concrete to the very misty. 
Some carry the stamp of conviction. Others are inferences from what 
has been said. Still others are inferences from what has been implied, 
not from what has been said. There are very few “hard facts” in 
Business History, a somewhat greater number of “soft facts,” and a 
wide variety of largely unexplored hypotheses. 

From the new business historians, especially the generalizers but 
certainly not the popularizers, Economic History has had the 
opportunity of gaining a number of new viewpoints. These new view- 
points fall into three main categories: economic growth, economic 
theory, and the nature of the businessman himself. Until the new 
Business History, economic historians had either made no attempt to 
offer a rationale for economic growth, or they had explained it in 
terms of the frontier, competition, the political system, natural 
resources, or some other nonbusiness cause. Then the academic busi- 
ness historians offered the provocative hypothesis that the United 
States was a business civilization. They made the entrepreneur the 
protagonist in the drama of economic growth and put together a most 
convincing case for the thesis that the business system and the business 
entrepreneur were the most important factors in explaining the eco- 
nomic development of the United States. Although it was much more 
logical and much more plausible than any previous explanation had 
been, the whole idea came as a decided shock to economic historians, 
and it is still not as widely accepted as it should be. 

The new Business History also shook the background of Economic 
Theory on which most Economic History was based. Most Economic 
History was written against a background of classical Economic 
Theory. Many of the economic historian’s value judgments were based 
on the implicit beliefs that the businessman’s overriding objective was 
to maximize profits, that economic progress could best be achieved in 
an enviroment of pure competition, and that marketing and distribu- 
tion were inferior economic pursuits. Economic theorists still believe 
that each of these premises is true, but the new Business History has 
given us reason to question every one of them. Business History gives 
no support whatsoever to the premise that the businessman’s primary 
goal is to maximize profits. Nor is it by any means as clear as it used 
to be that pure competition and price competition produce the best of 
all possible worlds. On the contrary, it may be closer to the truth to 
argue that the more aggressive the pursuit of monopoly, the greater 
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the rate of economic growth, always provided that the pursuit never 
succeeds in achieving monopoly. 

Only a small minority of business historians have been daring enough 
to question the all-pervasive beneficence of pure competition, even 
though the pages of Business History tend inexorably to lead to such 
questioning. In like manner, only a very small minority of business 
historians disapprove of the contempt with which economic theorists 
and economic historians view marketing and distribution. The influence 
of Say’s law is still strong enough to convince most economic historians 
that production, and production alone, turns all the economic wheels. 
But here again, Business History does not support the orthodox point 
of view. Indeed, some business historians are convinced that marketing 
was in a sense basically responsible for the nation’s unprecedented 
economic growth. We have had no monopoly on so-called know-how 
in management, manufacturing, or finance. But our marketing 
methods were distinctive, and a plausible case can be made for the 
hypothesis that because they were different, they were the indispensable 
ingredient in the recipe for success.° 

It must be understood that none of these disconcerting viewpoints 
on Economic Theory has been generally expressed in the new Business 
History. Most business historians have been very reticent about 
Economic Theory.’ Very few have expressed definite opinions; most 
of them ignore the subject completely.* Indeed, they write as though 
it did not exist. This is most unfortunate, for no one has more to offer 
to Economic Theory than the business historian.” After all, Economic 
Theory is primarily concerned with the activities of the entrepreneur, 
and the business historian should know more than anyone else about 
how the entrepreneur acts. Certainly the business historian has not been 
at all hesitant about describing the nature of the businessman. In so 


6 At least I get this impression from a great many business histories, especially Ralph W. Hidy 
and Muriel E. Hidy, Pioneering in Big Business, History of The Standard Oil Company (New 
Jersey) 1882-1911 (New York: Harper & Brothers, 1955), Thomas C. Cochran, The Pabst 
Brewing Company (New York: New York University Press, 1948), William T. Hutchinson, 
Cyrus Hall McCormick (New York: Century Co., 1930-35), Horace B. Powell, The Original 
Has This Signature (New York: Prentice-Hall, 1956). 

7 But the opposite is certainly not true. Some theorists have dipped into Business History with 
considerable success. 

8 A notable exception has been Arthur H. Cole’s constant and forceful criticism of the profit- 
maximization premise. Most business histories contain precious little on profit maximization, 
or on businessman's motives or price policy, both of which are closely connected with the 
profit-maximization premise. 

9 Yet, as two recent reviews in the Business History Review have demonstrated, economic 
theorists have a very confused idea of what Business History is all about. 
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doing he has not only corrected some old erroneous notions, but he has 
added much to the economic historian’s understanding of the business- 
man and the business system. 

There has always been a typical businessman in Economic History. 
Yet long ago it must have been obvious that there has never been a 
typical businessman. The species has come in all varieties of size and 
disparate opinion. There have been little businessmen and big business- 
men, industrialists and bankers, producers and shippers. And all these 
members of the business fraternity never constituted one big happy 
family. Little businessmen have hated big businessmen. Industrialists 
have disliked bankers and vice versa. There has been little esprit de 
corps between producers and shippers, and none whatsoever among 
different shippers. Rivalry among businessmen, although never 
ubiquitous, has always been widespread. Merchants, it has been argued, 
were instrumental in saddling railroads with government regulation, 
and small and medium-size business has always called upon the 
government to break up or regulate big business. There has been less 
community of interest among businessmen than among politicians, 
farmers, or manufacturing workers. On the whole, Economic History 
never really acknowledged this fundamental fact of economic life, until 
the appearance of the new Business History. Economic historians, of 
course, made much of the hostility between large and small business, 
but beyond that most of them looked upon businessmen as being much 
the same, for it was so much simpler to think in terms of stereotypes. 
The fact that there has never been a typical businessman has therefore 
not been at all helpful to Economic History. 

But if we cannot talk about the typical businessman, we can at least 
generalize about business leaders or business entrepreneurs. We can 
generalize about their origins, their propensity to change, and some of 
the reasons for their success; and this is of great help to Economic His- 
tory. 

It used to be thought that business leaders sprang from poor but 
sturdy stock, but the writings of various researchers '’ have demon- 
strated that there is little if any truth to the Horatio Alger legend. It 
seems well established that most entrepreneurs were not poor farm boys 
or immigrants, but middle-class Episcopalians from New England.” 


10 Including Miller, Mills, Neu, Newcomer, Taussig, and Warner. 

11 The findings might have been entirely different if the research had been confined to the 
very top business leaders instead of all business leaders. An examination of the careers of 
Forbes’ famous fifty, for example, makes a better case for the “farm-to-executive” story. 
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There also seems to be little real substance to the widely held opinion 
that opportunities to rise on the business ladder are much fewer today 
than they used to be. It was never easy for the poor, but diligent, callow 
youth to catch the brass ring on the merry-go-round of business success, 
but, if anything, it is a little less impossible than it used to be. 

Business History also has much to offer on the subject of change. 
Economic History has always been vitally concerned with the process 
of change. But in describing the changes that have occurred in the 
American economy, economic historians have stressed those that have 
occurred in government, agriculture, and labor and have practically 
ignored those that have taken place in business enterprise. Yet Business 
History has shown that much more fundamental changes have occurred 
in business than in politics, agriculture, or trade unions. Business enter- 
prise has adjusted more quickly than any other factor of production 
to basic economic changes such as population growth and technological 
evolution. The entrepreneur’s goals, methods, behavior, and opinions 
are decidedly different from those of a century or even a generation 
ago. The contrast between Andrew Carnegie and Roger Blough 1s 
much greater than the contrast between Grover Cleveland and Dwight 
D. Eisenhower. Frederick Donner bears less resemblance to W. C. 
Durant than Walter Reuther bears to Samuel Gompers. Today's uni- 
versity is much more similar to the university of 1900 than Betty 
Furness’ Westinghouse to George Westinghouse’s Westinghouse. 

Almost all business historians allege that today’s corporate manager 
takes a much longer view of the total economy than did his predecessor 
of the nineteenth century. They argue that today’s executive is much 
more sophisticated than yesterday’s intuitive entrepreneur. The nine- 
teenth-century entrepreneur was production-oriented. If we are to 
believe the implications of most business histories, his objective was to 
maximize profits. Highly specialized, his management policies were 
chaotic and his financial policies dangerous. He would have failed to 
get a degree in most graduate schools of business administration. To- 
day’s executive, on the other hand, is market-oriented. The ideal exec- 
utive is especially at home in management, which means that he has 
no special aptitude but has some knowledge of all the aspects of a 
business. His chief objective does not seem to be to maximize profits 
but to hold the organization together. In modern Business History, 
especially in the popular variety, the businessman is guided by a “sense 
of social responsibility.” This is a phrase with a most elusive meaning. 
Sometimes it seems to mean that today’s entrepreneur is much more 
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community-minded, much more interested in preserving full employ- 
ment than the antisocial individualist of the nineties. But sometimes 
“social responsibility” means the well-adjusted personality or the en- 
lightened modern who believes that unions and government are here 
to stay. 

The theme of social responsibility has been carried to extremes by 
some of the popularizers. They think that business change began rela- 
tively recently and that it followed a more or less clearly thought-out 
plan. They argue that modern management is infinitely superior in 
sophistication, efficiency, and social responsibility to the “old-time” 
businessman whom they picture as an inept, moneygrubbing, antisocial, 
boorish lout.” As they use the term, social responsibility never has any 
connection with making a profit. Indeed, some business historians and 
commentators take the same shocked attitude toward profit-making 
that the public at large took toward Frank Costello when he said that 
he was a good citizen because he paid his taxes. In much of the new 
Business History profit is a dirty word. The successful businessman is 
not the one who makes a profit but the one who never lets his organ- 
ization chart go awry.”® 

Economic History has found it difficult to accept this popular, social- 
responsibility viewpoint, nor has it infected all academic business his- 
torians. Most of the latter believe that business change has not been a 
recent thing but a constantly recurring phenomenon induced by the 
environmental and institutional pressures generated by over-all eco- 
nomic change. A minority questions whether today’s entrepreneur is as 
sophisticated as some popularizers suggest, and whether, despite his 
greater volume of information, he is really more efficient than the in- 
dustrial tycoon of fifty years ago. An equally small minority still takes 
the old-fashioned view that profits are important. Although they do 
not deny that social responsibility (defined as a concern for high-level 
employment and income) is a respectable goal for the businessman to 
pursue, they imply that profit-making, but not profit maximization, is 
still the best yardstick for measuring business success. 


12 See, for example, Herrymon Maurer, Great Enterprise: Growth and Behavior of the Big 
Corporation (New York: The Macmillan Co., 1955). 

13 There is voluminous evidence to support this inference, but I offer only three examples: 
the patronizing contempt with which contemporary literature treats Henry Ford; the recent 
pontifical statement widely printed in the nation’s press that “judged by today’s standards, 
Goldfine is a sloppy businessman’’; and the following: “The story of General Mills is, in part, 
the story of a steady and sturdy growth in a sense of social responsibility. The old time miller 
who earned a fortune in a year or two and then retired because he could not make a dollar on 
a barrel has had no counterpart for many years.” James Gray, Business Without a Boundary 
(Minneapolis: University of Minnesota Press, 1954), p. 256. 
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Economic historians should find the more conservative version of 
entrepreneurial change a whole lot easier to accept than the portrait as 
drawn by the popularizers. Profit is a much less elusive yardstick than 
social responsibility. Moreover, from those who still think that profits 
are worth talking about, the economic historian can obtain a partial 
answer to the perplexing question of what makes a successful business. 
One can find, after assiduously reading Business History, ample sup- 
port for the argument that outstanding success in big business has been 
achieved only by those who departed from the orthodex way of doing 
things. A small firm could grow very old under conservative leadership. 
We have half a hundred examples to prove the point. But a large firm, 
especially one that produced a commodity with an elastic demand, 
always faced a dilemma. If it did not gamble, it was sure to fail; if it 
did gamble, it had some chance of succeeding. 

In ticking off the contributions that the new Business History has 
made to Economic History I have by no means exhausted the list. From 
the plethora of material that has been assembled in individual business 
histories the economic historian can get scattered data on almost any 
subject that interests him. If he wants something on wages, prices, and 
profits, he can find samples in academic Business History. He can find 
valuable insights into the changes that have occurred in the occupa- 
tional structure, the nature of the enterprise system, international eco- 
nomic relations, and so forth. But, despite its great contributions, the 
influence of academic Business History has been much less than it 
should have been. Economic theorists apparently do not even know that 
it exists, popularizers ignore it, and economic historians distrust it. 

The reasons for this lamentable lack of influence are certainly not 
obscure. The business historian is widely regarded as a spokesman for 
business. As such, he is looked upon with suspicion and sometimes with 
cynical distrust, especially if he writes histories of individual firms. He 
may protest, and does protest, that he is the very personification of 
objectivity, but all to no avail. He is defeated before he starts because 
of the nature of his subject matter, his method of procedure, and above 
all because of the way his work is financed. His colleagues in the other 
social sciences stubbornly insist that he who pays the zither player will 
insist upon naming the tune. Convinced that subsidies and objectivity 
are mutually incompatible, economic historians and economic theorists 
have chosen to ignore academic Business History. 

This lack of tolerance on the part of the nonbusiness historians seems 
unfair, and by and large it is unfair. Yet it is not completely unreason- 
able. Most business historians tend to be carried away by their char- 





478 Herman E. Krooss 





acters. They tend to become champions of their firms and their entre- 
preneurs, defending them against all challengers. This is natural, but 
it is also very dangerous. One cannot always vote the Republican ticket 
without emerging with some pro-Republican bias. There are some signs 
that in the present era of prosperity Business History is going down 
the road it followed in the 1920’s. In addition to their role as historians, 
some business historians are tending to become propagandists. Some- 
times they are more propagandists than historians. Constituting them- 
selves as keepers of the chalice, they resent any criticism of the business- 
man or the business system. They think that the entrepreneur's eco- 
nomic performance has always been superb and his ethical behavior 
most exemplary. They are reluctant to admit that he has ever made 
any mistakes, but they are eager to imply that he has been responsible 
for all the good things rolled into one. This view seems a little extreme. 
To be sure, it was time for someone to emphasize the entrepreneur’s 
immense, but hitherto ignored, contribution to American economic 
development. The story had to be told, and the new business historian 
has told it well. It was time for a fanfare of trumpets, but there was 
no necessity to blow the horn quite as hard as some business historians 
have. Business leaders have been extraordinarily able, but they have at 
times made mistakes, and they have not always conformed precisely 
to the accepted mores. Indeed, it is very likely that the magnificent 
economic performance of the American entrepreneur resulted in part 
from his refusal to be fenced in by the existing ethical structure. He 
was always the protagonist in advancing the American standard of 
living, but he was always far ahead of the law. The antibusiness point 
of view has always emphasized the latter and ignored the fe-mer. The 
new Business History is choosing to emphasize the former and ration- 
alize the latter. Therein lies one of the reasons for the success of the 
antibusiness school and the indifferent reception accorded the new 
Business History. If Business History is to be written in the style of 
Garet Garrett, one can hardly be offended if other social scientists re- 
gard it with a certain skepticism. 

There are other weaknesses in the new academic Business History. 
Over and over again critics have accused it of being superbly vague. 
Its organization is still in the same state of chaos that it was in at the 
beginning of the world. Business History is the only widely taught sub- 
ject among the social sciences that has no bible, no handbook, no text- 
book. What is much more important, it has no unifying theme. Two 
attempts have been made to provide such a theme. The late N. S. B. 
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Gras had his petty-capitalist-to-finance-capitalist theory, and Arthur 
Cole offered an explanation of entrepreneurial history in terms of an 
evolution from intuition to sophistication. But neither formula has 
ever caused any revolution in economic or historical thinking. This, it 
seems to me, has been particularly unfortunate, but I am obviously in 
the minority. It is fashionable to treat the Gras theory patronizingly, 
and the Cole formula has never caught on. Both have been dismissed 
on the ground that they are “stage theories,” but this does not obliterate 
their usefulness. Both theses have a plausibility that criticism has not 
succeeded in demolishing, and I still think they are the most useful 
tools in all of Business History. If they did nothing else, they gave Busi- 
ness History a track to run on, and that it needs most desperately. 

The absence of a theme results less from the rejection of the stage 
theory than from a fear of generalization. Academic Business History 
is almost entirely free from generalizations. Indeed, the refusal to gen- 
eralize is an occupational disease among academic business historians. 
He who would use Business History must draw most of his conclusions 
either from the raw data or from the implications in individual business 
histories. This shying away from conclusions and generalizations makes 
Business History the subject most likely to succeed in spreading vexa- 
tion, exasperation, and frustration. It is especially frustrating to the 
economic historian. He lives on generalizations, and it is as difficult 
for him to grapple with Business History as it is to wrestle with a bath- 
tub full of unsmoked eels. Yet there may be good and sufficient reasons 
for the refusal to generalize. As Ralph Hidy has warned me, tirelessly, 
patiently, and quite without avail, generalizations are dangerous and 
mostly untrue. But, on the other hand, a discipline without generaliza- 
tions can hardly expect to wield much influence. One solution to the 
dilemma is to concentrate on the business system and the business 
leader and let the ordinary businessman go. But there seems little hope 
of this. The trend is still moving in the direction of the individual frm 
and away from the business system as a whole. Business History is 
becoming more and more a part of the discipline of management, and 
it is moving farther away from Economic History as it used to be 
understood. The tendency is to concentrate on the internal organiza- 
tion of the firm as though it were operating in isolation, untouched by 


14N. S. B. Gras, Business and Capitalism: An Introduction to Business History (New York: 
F. S. Crofts and Co., 1939); N. S. B. Gras and Henrietta M. Larson, Casebook in American 
Business History (New York: F. S. Crofts and Co., 1939); Arthur H. Cole, “An Approach to 
the Study of Entrepreneurship,” THe JourNAL oF Economic History, VI, Supplement, 1946. 
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factors outside itself. One closes most business histories with the feeling 
that the firm was master of its fate, and that what happened outside 
the organization had little or nothing to do with the firm’s success or 
failure. Aside from the fact that this is certainly not true, it so narrows 
the field of Business History that a great many fascinating questions 
are entirely omitted. 

Fifteen years ago, when the new Business History was even younger 
than it is now, Arthur Cole listed a series of “unsettled questions” in 
Business History.”® So far as I know, most of them are still largely un- 
settled. How much, for example, do we really know about profits? 
And how much do we really know about the behavior of the business 
system? Have profits been extraordinarily large, or have losses equaled 
or exceeded the gains? Were profits once larger than they are now? 
What is the connection, if any, between profits and investment? Were 
investment decisions once more autonomous than they are now? Is the 
business system less competitive than it used to be? Is it really more effi- 
cient? What motivated the entrepreneur? What constituted business 
leadership and who was a business leader? And many more questions 
leading up to one final one: What will the business system be like ten, 
twenty-five, or fifty years from now? It seems to me that these are 
among the questions that automatically present themselves whenever 
Business History is mentioned. They are questions whose answers are 
immensely important to Economic History and to all the other social 
sciences. Undoubtedly, everyone who has dabbled in Business History 
has his own answers, but business historians have been strangely re- 
ticent in giving them forth. Almost any layman is much more articulate 
in expressing the definitive answer to al! the complicated questions 
connected with historical changes in business. But to complain about 
what the business historian has not done is to be most presumptuous. 
The fact of the matter is that he has greatly enriched Economic History. 
It was he who first defined the entrepreneur’s strategic role in Amer- 
ican economic growth, and if he had done nothing else, for this alone 
he deserves the thanks and kudos of a grateful audience. 


Herman E. Krooss, New York University 


15 Arthur H. Cole, “The Research Program Sponsored by the Committee on Research in 
Economic History,” THe JourNaL oF Economic History, IV (May 1944). 





Discussion 


LANCE DAVIS: Krooss and Hutchins have both concluded that Business 
History represents a tremendous boon as well as a sizable headache to prac- 
ticing economic historians. Their papers have substantiated this conclusion 
beyond the shadow of a doubt, but they have been less clear on just how the 
authors propose to cure the headache. 

Although the two papers have different frames of reference, both conclude 
that the real value of Business History lies in its ability to provide a model 
of entrepreneurial action. To Krooss such a model would serve to map a 
largely unexplored area in Economic History and, in addition, would pro- 
vide Economic Theory with a sounder set of assumptions about entrepre- 
neurial behavior. Hutchins, on the other hand, would utilize the model to 
assist in the training of “cognitive entrepreneurs.” 

If Business History can be made to serve either purpose, it will certainly 
have justified its existence many times over. From the point of view of 
theory, Business History has already shattered the economists’ widely held 
illusions of the simplicity of the entrepreneurial function; and if, in addi- 
tion, it could provide the basis for a theory of entrepreneurial decision mak- 
ing, one of the weakest areas in Economic Theory would be placed on a 
much more solid foundation. Similarly, if Business History can be used 
to teach future businessmen to include long- as well as short-run considera- 
tions in their decision calculations, a serious gap in business school cur- 
riculums would be filled. 

On this latter point, however, I am bothered by Hutchins’ assertion that 
the process of business decision making has not changed since the time of 
Lane’s celebrated Merchant of Venice. If Hutchins means only that then, 
as now, business decisions were marginal calculations, I have to agree; how- 
ever, I cannot help but feel that over the past six centuries (and over the last 
one hundred years in particular) there have been enough significant struc- 
tural changes in society, in business organization, and in the businessman 
himself to cast serious doubts on the usefulness of premodern cases as training 
devices. If such structural changes have occurred, then the teacher of Business 
History cannot select just any case; instead, he must choose only those cases 
that. are recent enough to present a structural framework comparable to the 
modern world but still old enough to have permitted the long-term effects 
of business decisions to have worked themselves out—not an easy task. 

Krooss concludes that the usefulness of Business History has been severely 
limited by the failure of the business historians to formulate empirically valid 
generalizations about the business process. Although Krooss discusses both 
particularizers and generalizers in the area of Business History, he indicates 


that the generalizations are seldom based on the work of the particularizers; 
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and a survey of the literature indicates that he is correct in concluding that 
there have been almost no successful attempts to wed the two schools. Cer- 
tainly the process of generalization is fraught with danger, but it is difficult 
to see how Business History can progress much farther unless some steps 
are taken in the direction of more general theorizing. As both authors have 
indicated, modern business historians succeeded remarkably well in breaking 
with their “vitriol-and-treacle” tradition and have begun to write Business 
History with the same objectivity that has long characterized the more tra- 
ditional sectors of the historical discipline. Similarly, during the past two 
decades a body of business histories of sufficient depth to provide a possible 
basis for more general theorizing has been written. At this point, however, 
evolution appears to have stopped. Comparative Business History, a logical 
next step, rarely finds its way into print; and never, to the best of my knowl- 
edge, have the histories of several similar firms been subject to analysis 
sufficiently rigorous to squeeze out the fundamental characteristics, if any, 
that link the processes of administration and decision making in firms in 
1850 with those in 1950 and in firms in Moscow, Russia, with those in 
Moscow, Idaho. 

Hutchins’ proposal to combine Business History with the studies of entre- 
preneurial history, economic development, and innovation strikes me as being 
one of the most fruitful suggestions that has yet been made on the method 
that should be employed in taking these next necessary steps in Business 
History. Each of these segments plays an important role in the decision- 
making process, and it is difficult to imagine a decision model that ignores 
any one of them. 

However, I do find myself in violent disagreement with Hutchins’ sug- 
gestion that a researcher unencumbered by a background of economic theory 
is in a better position to correctly evaluate business and business decisions 
than is the working economist or the economic historian with an economics 
background. Hutchins seems to argue that since the case method has accom- 
plished so much, these accomplishments prove the value of an antitheo- 
retical approach. To me this conclusion seems unwarranted, and, moreover, 
I cannot help feeling that if researchers without any economics training are 
chosen, such selection will more than negate the value realized from the 
synthesis of Business History with its related fields. Although at times the 
case method has led researchers into an antitheoretical position, the method 
was originally intended to be pretheoretical—a stopgap to be employed only 
until adequate theories were developed—and today there is a widely held 
feeling that this time has arrived. Furthermore, one of the most serious 
weaknesses in traditional Business History stems from the failure of its 
writers to employ the available tools of Economic Theory. For, although 
theory by itself can provide no answers, it can indicate the questions that 
require investigation, and thus it can prevent the aimless wandering that 
characterizes so many voyages through firm records. 
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However, even if business historians do approach their research with the 
right method (whatever it may be) and the correct questions (whatever 
they are), Business History can still not completely fulfill its promise (as out- 
lined by Krooss and Hutchins) until the historians have turned the term 
entrepreneur into an operational concept—that is, until they have clothed 
the entrepreneur with characteristics that can be identified before he assumes 
the risk-taking function. It is, for example, because of the lack of an opera- 
tional concept of entrepreneurship that Schumpeter’s elegant theory of growth 
cannot be used for prediction. If the entrepreneur can be identified in ad- 
vance, economists would be able to make some predictions about the direc- 
tion of economic change and teachers in business schools would have a form 
on which to shape new entrepreneurs. Unfortunately, as both Hutchins and 
Krooss point out, research has failed to correlate entrepreneurial ability with 
any other identifiable characteristics, and there appears to be little hope that 
further investigation will yield any more promising results—in fact, it may 
only confirm the growing belief that there are no identifiable characteristics. 

Aside from his discussion of the tasks and goals of business history, Krooss 
has enumerated the modifications that business historians think that they 
have worked on Economic Theory; and, because of the scope of these changes 
and the damage that they claim to have inflicted, it seems useful to pause 
briefly and assess their impact on traditional economics. Certainly Business 
History has convinced economists that the business process is more com- 
plicated than they would have preferred to assume; however, Krooss also 
infers that business historians think they have shaken other parts of theory: 
the assumption of profit maximization and the conclusions regarding the 
social product of marketing and the optimality of a competitive market 
structure. Examination of a typical Business History might well convince 
the reader that profits are the farthest thing from a businessman’s mind; 
however, if one examines the process of innovation in a firm or watches a 
firm adjust to changes in its environment, it is hard to avoid the conclusions 
that, at least to some extent, the business historians are deluding themselves. 
To conclude that the historians are wrong is not to argue that businessmen 
always attempt to maximize short-run profits or that all business behavior 
can be analyzed in terms of profit maximization. It does, however, argue 
that a theory based on the assumption of profit maximization provides a 
model of business behavior that conforms fairly well with the real world, 
and that is more useful than any alternative theory. As for the business 
historians’ second criticism (about the value of marketing), a comparison of 
the economic growth of the United States with the growth experienced in 
Europe can hardly be used as proof of the economic gains to be derived 
from certain marketing techniques (for example, advertising) since the 
European experience chosen as a norm conforms no more closely to the 
economists’ optimum than does the American experience. Finally, the claim 
that competition provides a less dynamic market structure than some form 
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of oligopoly or monopolistic competition suggests a complete lack of famili- 
arity with the process of change and adjustment outlined in the competitive 
model. As Schumpeter has shown, because adjustments are not instan- 
taneous, a competitive world is dynamic. For that matter, traditional theory 
assumes that temporary monopolistic profits provide the motive for change 
in a competitive economy. 

Both authors have succeeded in spelling out the possible contributions of 
well-written Business History in the broadest sense; however, both ignore 
one very important, although largely unexplored, connection between Busi- 
ness History and Economic History—a connection of particular importance 
to the working economic historian. Research in Economic History has always 
been hampered by the lack of sufficient quantitative data to provide precise 
descriptions of economic changes and to serve as the basis for tests of the 
hypotheses advanced about the implications of these changes. (On this point 
I speak from experience only about nineteenth-century American develop- 
ment, but I cannot help thinking that the same shortage must also exist in 
other areas.) It is only recently that the economic data have been systemat- 
ically gathered at the source, and research has thus far failed to push even the 
most important economics series back beyond the 1870's. For the earlier 
periods the economic historian has had to rely on a few painstakingly 
collected series (usually not even measures to the economic phenomena he 
really desires to investigate) and the interpretations he wishes to place on 
the indirect evidence found in contemporary chronicles and in scraps of 
letters and memoranda. Business History can serve to fill this quantitative 
gap. The books of individual business firms are an almost untouched source 
of data on output, finance, costs, and other aspects of business activity. Al- 
though the statistical purist would undoubtedly complain about any general- 
izations based on the records of only a few firms selected on a nonrandom 
basis, even the purist would be forced to admit that small nonrandom 
samples are better than no samples at all. Thus far business historians have 
tended to ignore the material that would be most useful to economic his- 
torians, because, unfortunately, it is frequently not relevant to the history 
of an individual firm. A few histories have, however, included useful statis- 
tical appendixes and it can be hoped that more of this type of work can be 
done in the future. 

Despite the failure of the traditional business histories to fill the quan- 
titative gap in the economic historians’ source material, research of readily 
available business records can yield rewarding results; and, therefore, al- 
though considerable work is required to collect and process the data, business 
records represent a fruitful area of endeavor for the economic historian with 
an interest wider than the history of a single firm. Ideally, however, the 
raw data for individual firms could be collected and published by the firm 
historian. Thus the economic historian would not be forced to duplicate 
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the work of the business historian; and, moreover, the economic historian 
could gain access to series from firms whose records would otherwise be 
out of reach. In this limited area, therefore, Business History could serve as 
the basis for generalizations much broader than those relating to the oper- 
ations of a single firm. 





THOMAS LeDUC: In evaluating business histories we should keep in 
mind the design of the authors. Ignoring the genre of public-relations books, 
most of the business histories were intended as conscientious chronicles of 
a single corporation or business. They are analytical monographs rather 
than theoretical or synthetic studies. If the authors have shown reluctance to 
generalize or theorize, we should perhaps congratulate them for sticking 
closely to the evidence found in the records of the business. The important 
premises of business action may be nowhere stated in those records. 

If these books are deficient as studies of administration, we should re- 
member that they were not intended for use as textbooks in schools of 
business administration. We should remember, too, that most of our his- 
torical writing is similarly weak. Historians of other aspects of human ex- 
perience have tended to concentrate on the study of policy making and to 
neglect analysis of operations. In most studies of government policies, for 
example, attention has been lavished on the legislative process and little has 
been done to explore the enforcement or administration of the law. 

It may be true, as sometimes asserted, that some authors of business his- 
tories have developed excessive veneration for the men whose activities 
they have studied. I think, however, that they have been no more susceptible 
to historical empathy than other authors of supposedly scholarly works— 
political biographies, studies of specific social reforms, or analyses of military 
operations. So far as there has been a general lapse of critical judgment, per- 
haps we should consider whether it is not the result, in part at least, of the 
historical relativism that has permeated the academic atmosphere in the last 
twenty-five or thirty years. 

It is certainly true that many of the histories of individual business entities 
are unimaginative and often immature. In a somewhat comparable field— 
the history of American higher education—we observe a similar picture: 
numberless histories of individual colleges that seem to have been written as 
though the author was unaware of external developments. Some years ago 
I suggested that it might be just as well if we could have a moratorium on 
this product and could substitute other types of analysis. In the field of 
Business History, likewise, it might be profitable to attempt some topical 
studies designed to pursue a single subject in the history of several corpora- 
tions. It would seem desirable, too, to attempt some team projects, either of 
individual corporations or of whole industries, with the members of the 
team drawn each from a particular discipline in the social studies. 





The Economic History of Modern Britain 


ERE is now a rough consensus of opinion among English eco- 
nomic historians about the broad chronology of English popula- 
tion history. According to this chronology there were three main phases 
of rapid growth. The first occurred in the twelfth and thirteenth cen- 
turies, and was brought to an end by a marked fall in population in 
the fourteenth century. The second phase occupied most of the six- 
teenth century and the early seventeenth, after which there was some 
slowing down in the later seventeenth century and possibly an absolute 
check in the 1720’s and 1730's. And finally there was the sustained 
cumulative increase that started in the later eighteenth century. 

This periodization has come to occupy an important part in the 
interpretation of the main developments in English economic history. 
Thus some recent accounts of medieval economic development ascribe 
to population change a leading role in the rise of prices and internal 
colonization in the thirteenth century, and in the fall in prices and the 
contraction of the cultivated area in the later Middle Ages.’ 

Population movements do not occupy so central a place in explana- 
tions of the sixteenth and seventeenth centuries, but population pres- 
sure is one of the traditional explanations for the overseas migrations, 
and many ingredients of a demographic interpretation have been ad- 
vanced in recent work. Phelps Brown has shown how pressure of 
population in the sixteenth century simultaneously depressed money 
wages and caused agricultural prices to rise relatively to prices of indus- 
trial goods, and how the check to population growth in the seventeenth 
century had the reverse effects.” And F. J. Fisher suggests that one reason 
“why the middle and later years of the seventeenth century present a 
somewhat brighter picture [than the late sixteenth and early seven- 
teenth] may be that population growth was temporarily checked by 
emigration and bubonic plague, to be resumed only when agricultural, 
industrial and commercial expansion were more fully in their stride.” * 
Some historians would be prepared to argue that the sixteenth-century 
price rise itself, in so far as it was not due to debasement and govern- 


1M. M. Postan, “Some Economic Evidence of Declining Population in the Later Middle 
Ages,” Economic History Review, 2d ser., I] (1950), 236. 
2 E. H. Phelps Brown and Sheila V. Hopkins, “Wage-rates and Prices: Evidence for Popu- 
lation Pressure in the Sixteenth Century,” Economica, n. s., XXIV (1957), 289-306. 
3F. J. Fisher, “The Sixteenth and Seventeenth Centuries: The Dark Ages in English Eco- 
nomic History,” sbid., p. 16. 
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ment expenditure, was the result of population pressure. Coleman has 
reconsidered mercantilist attitudes to such problems as labor in the 
light of hypotheses about demographic history.’ 

In interpretations of the period of classic Industrial Revolution, popu- 
lation growth has always played an important part. It figures largely 
in explanations of rising prices, at least in the period before the suspen- 
sion of cash payments and the heavy government expenditures of the 
Napoleonic Wars; it is one of the tescitional explanations for the 
agrarian changes of the later eighteenth century; and many writers in- 
terpret the social discontents of the early nineteenth century as a ful- 
fillment of part at least of the Malthusian prophecies. But some recent 
work has integrated population change much more closely into the 
economic history of the period. Mingay and Chambers have ascribed 
to population change more direct responsibility for the check to agri- 
cultural investment in the 1730’s and 1740’s and for its revival in the 
1750's.” Chambers has also argued that the industrial proletariat of the 
early nineteenth century was principally the result not of expropriation 
and the enclosure movement but of natural increase, and largely the 
natural increase of a proletariat that existed before the Industrial Revo- 
lution. Population pressure is assigned a central role in Brinley Thomas’ 
interpretation of the Atlantic economy of the nineteenth century: 
“The cycle in the rate of natural increase [of European population | 
played a part in determining the timing of the major waves of oversea 
emigration from Europe.” ° 

For those who care for the overmastering pattern, the elements are 
evidently there for a heroically simplified version of English history 
before the nineteenth century in which the long-term movements in 
prices, in income distribution, in investment, in real wages, and in 
migration are dominated by changes in the growth of population. Ris- 
ing population: rising prices, rising agricultural profits, low real in- 
comes for the mass of the population, unfavorable terms of trade for 
industry—with variations depending on changes in social institutions, 
this might stand for a description of the thirteenth century, the six- 
teenth century and the early seventeenth, and the period 1750-1815. 
Falling or stationary population with depressed agricultural profits but 

4D. C. Coleman, “Labour in the English Economy of the Seventeenth Century,” Ec. Hist. 
Rev., 2d ser., VIII (1956), 284-87. 

5G, E. Mingay, “The Agricultural Depression, 1730-1750,” idid., pp. 335-36; J. D. Cham- 
bers, “Enclosure and Labour Supply in the Industrial Revolution,” téid., V (1953), 319-43. 


6 Brinley Thomas, Migration and Economic Growth (Cambridge, Cambridge University 
Press, 1954), p. 157. 
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higher mass incomes might be said to be characteristic of the inter- 
vening periods. 





There are dangers as well as fascinations in an explanatory influence 
of such power, the more so since, before the nineteenth century, our 
knowledge of population movements is partly inferred from economic 
evidence—that is, from the behavior of wages, prices, and rents— 
which the population movements are then invoked to account for. 
There is therefore no rigorous control on the natural temptation to 
turn “population growth” on and off as the occasion requires and to 
treat it sometimes as independent of economic change and sometimes 
as a response to economic change. For economic historians this is the 
real issue of demographic history: not whether the birth rate or the 
death rate had most influence in population changes (though this is 
the mold in which controversy tends to set) but the extent to which 
particular population changes were the result of economic develop- 
ments, or sprang from forces which were, from an economic point of 
view, fortuitous. In many ways the most interesting work on this prob- 
lem has been done by medievalists but, for obvious reasons, I shall con- 
fine this paper principally to the eighteenth and early nineteenth cen- 
turies, and for the other periods satisfy myself with incautious asides. 

The statistics available for this period are, by modern standards, 
extremely imprecise. The medievalists have never been under any 
illusions about the fragility of their data. But until not long ago it 
was believed that as the result of the work of Brownlee and Griffith, 
we had for the eighteenth century estimates of total population and 
of birth and death rates that were sufficiently reliable for the histo- 
rians’ purpose.’ One of the results of later work has been to convince 
most historians that, heroically ingenious as these calculations were, 
the results are useless for explanatory purposes. There are many and 
complicated reasons for this, but the principal reason is quite simple. 
These estimates depend on the baptisms and burials entered in the 
parish registers; but an allowance has to be made for births and deaths 


7]. Brownlee, “The History of the Birth and Death Rates in England and Wales Taken as 
a Whole, from 1750 to the Present Time,” Public Health, XXIX (1915-16), 228-38; “The 
Health of London in the Eighteenth Century,” Proceedings of the Royal Medical Society, 
XVIII (1925), Section of Epidemology and State Medicine, 73-85; G. Talbot Griffith, Popu- 
lation Problems of the Age of Malthus (Cambridge, Cambridge University Press, 1926), ch. 
i and ii; “Rickman’s Second Series of Eighteenth-Century Population Figures,” Journal of the 
Royal Statistical Society, XCII (1929), 256-63. 
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that were not registered. The estimates for birth and death rates are 
highly sensitive to the allowance that the particular estimator thinks 
fit to make, and the evidence on this point is so scanty that we do not 
know within a very wide margin what the right allowance would be. 
Even accurate birth and death rates are a very imperfect guide to the 
real facts of population change; an apparent rise in the birth rate, 
for example, may be due to the fact that because people are living 
longer fewer marriages are broken by death. But for the eighteenth 
century the estimated rates themselves are suspect as to absolute level, 
and conceivably, on occasion, even misrepresent the direction of 
change.” 

One result of the paucity of statistics is that we cannot test explana- 
tory hypotheses and weed out from among the many that are plausible 
those that fit the facts. Worse still, it is often not clear what precisely 
it is that has to be explained. How rapidly, for example, did popu- 
lation grow during these expansion periods? In the early decades of the 
nineteenth century population increased at a rate of about 1.5 per cent 
per annum. That is something that does really call for an explanation. 
But how rapidly was English population increasing in the later decades 
of the eighteenth century? It is quite in the cards that the pace was 
no greater than in previous periods of growth and on the Continent 
at the same period. For at the end of the seventeenth century the 
population was probably about 5,200,000 and by the first census of 
1801 it was only 9,168,000. 

The rate of increase may have been no more than .5 per cent.” 
The attempts to arrive at population statistics for England as a whole 
for the seventeenth and eighteenth centuries have produced results 
that are very slight in relation both to the effort that has gone into 
their making and to the demands historians wish to make upon them, 
and further manipulation of the aggregate statistics is unlikely to 
yield much of value. The main hope of further information lies in 
detailed studies of specific areas and of genealogical populations. 
Studies of the first sort have been initiated by Chambers and Eversley.”° 





8 The statistics are extensively discussed by J. T. Krause, “Changes in English Fertility and 
Mortality,” Ec. Hist. Rev., 2d ser., XI (1958), 57-70. 

® The figure for the later seventeenth century is the revision by D. V. Glass of Gregory King’s 
estimate in “Gregory King’s Estimate of the Population of England and Wales, 1695,” Popu- 
lation Studies, Il (1949-50), 338. See also, by the same author, “Gregory King and the 
Population of England and Wales at the End of the Seventeenth Century,” Eugenics Review, 
XXXVII (1945-46), 170-83. 

10].'D, Chambers, The Vale of Trent, 1670-1800 (Ec. Hist. Rev., Supplement 3; London, 
1957). D. E. C. Eversley, “A Survey of Population in an Area of Worcestershire from 1660- 
1850,” Population Studies, X (1956-57), 230-53. 
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The former has analyzed the statistics of baptisms, burials, and mar- 
riages of a large number of Nottinghamshire parishes. The latter has 
made an intensive study of twelve Worcestershire parishes. There is 
an important study of the second sort by Hollingsworth, who has 
examined the demographic data relating to 1,908 individuals who 
were the legitimate offspring of British kings, queens, dukes, or 
duchesses, and who were born between 1330 and the end of 1954." 

Another decade or so of work on these lines and we shall be able 
to generalize with confidence about the nature of population change 
in this period, but in the present situation perhaps the simplest way 
to assess the significance of contributions to the subject and its present 
possibilities is to consider, in a simplified Malthusian-type version, one 
way in which changes in population growth might result directly from 
economic changes.’* 

Before the intervention of modern medicine and methods of birth 
control there was, according to this version, a mechanism for keeping 
population in line with resources, at a given standard of living. This 
standard was conventionally determined and so itself liable to change 
(Malthus argued that the low grain prices of the 1730's and 1740's 
accustomed people to higher living standards which they attempted 
to protect by not marrying earlier), but it was not liable to rapid 
change and was not in itself an important variable. The first part of 
the mechanism was the age and extent of marriage. If resources were 
plentiful in relation to population, marriages were earlier, there were 
fewer never-married adults, and population growth was rapid; the 
converse, if and when resources were scarce. But where the changes 
in the age at marriage and in nuptiality were inadequate and popula- 
tion increased faster than resources warranted, the balance was pre- 
served by an increase in the death rate. Thus it has been suggested 
that the high mortality of the early fourteenth century may have been 
a penalty for the population growth of the preceding century, and 
that the harvest failures and outbreaks of plague in the seventeenth 
century were perhaps a penalty for the growth of the sixteenth. The 
argument for supposing that nature did “audit with a red pencil” is 
a general one: that during a period of rapid growth much of the 





11 T, H. Hollingsworth, “A Demographic Study of the British Ducal Families,” sdid., XI 
(1957), 1-26. 

12 There have been many studies of Malthus in recent years, thus G. F. McCleary, The 
Malthusian Population Theory (London, Faber and Faber, 1953); D. V. Glass, ed., Introduction 
to Malthus (London, Watts, 1953); A. T. Peacock, “The Theory of Population and Modern 
Economic Analysis,” Population Studies, V1 (1952-53), 114-22, VII (1953-54), 227-34. 
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additional population had’ recourse to soils with low yields and, 
moreover, yields that were difficult to sustain permanently; so that 
the population after a period of rapid growth was likely to contain 
an unusually large number of people living near the physical margin 
of subsistence and cultivating land that was more subject than most 
to failures of yield. In these conditions harvest deficiencies were both 
more likely to occur, and more likely to cause heavy mortality by 
famine-stimulated disease. Plague and harvest failure might of course 
occur purely fortuitously, but the most serious visitations—those that 
had permanent effects—were Malthusian visitations. And independent 
outbreaks of disease would find a less resistant population. Conversely, 
an increase in resources, due, for example, to an increase in agricul- 
tural output, had a favorable effect on mortality; famines and the 
outbreak of disease that accompanied them were less likely to occur. 


I] 


How far, on the present evidence, did the population changes take 
this form? Consider marriage first. It is clear that in the very long 
run marriage was used as a regulator of population. As Russell’s study 
shows,"* from early in European history marriage has been linked to 
the setting up of a household, and changes that made it easier to set 
up a household encouraged marriages. Of course the link with means 
of subsistence was loose. A change in inheritance laws, for example, 
might make marriage easier without contributing to any increase of 
resources. An extehsion of peasant proprietorship or an increase in 
consumption standards might make people more reluctant to marry, 
despite an increase in resources. But the general tendency was to 
prevent too wide a divergence between population and resources. In 
any region the rate of growth in a normal year, that is, one free from 
war, famine, and epidemic, was set by age at marriage and nuptiality, 
and where contemporaneous societies differed widely in their popula- 
tion growth it was predominantly because of differences on this point. 
Where resources were abundant, population, even in early times, 
could expand very rapidly. A recent study by J. B. Harley has shown 
how much greater was the increase in a thinly settled area than in 
one well populated to start with.” 


13]. C. Russell, British Medieval Population (Albuquerque, N. Mex., University of New 
Mexico Press, 1948). 

14]. B. Harley, “Population Trends and Agricultural Developments from the Warwickshire 
Hundred Rolls of 1279,” Ec. Hist. Rev., 2d ser., X1 (1958), 8-18. 
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But the fact that marriage habits were influenced by the abundance 
of resources does not prove that marriage was sufficiently sensitive to 
regulate the rate of population growth over periods as short as, say, a 
century. Granted that age at marriage and nuptiality tended to vary 
with economic opportunity, could they have varied enough to have 
contributed substantially to the observed changes in population 
growth? Did population grow more rapidly in the periods of rapid 
growth because the excess of births over deaths became greater in a 
normal year, or simply because there were more normal years free 
from war, famine, and plague? 

In a paper which, though thirty years old, is still very relevant to 
present discussions, T. H. Marshall shed some light on this problem. 
Though he accepted that at the end of the eighteenth century there 
had been “an unprecedented fall in the death-rate, caused for the 
most part by non-economic forces,” he concluded that in “seeking an 
explanation of the rapid increase in population, we must pay as much 
attention to the forces which kept the birth-rate up as to those which 
pulled the death-rate down.” He argued that the birth rate in the 
late eighteenth and the early nineteenth centuries was sustained at 
an undesirably high level by the demand for child labor in the fac- 
tories and by the element of children’s allowance in the Speenhamland 
system, which encouraged marriage.’ More recently K. H. Connell 
has ascribed the increase in the population of Ireland in the late 
eighteenth century to a fall in the age at marriage, and I attempted 
to argue that the same was true of England.'® A most forceful and 
pertinent criticism of this view has been made by two medical his- 
torians, T. McKeown and R. G. Brown."' They argue, principally 
on Irish data for the later nineteenth century, that (1) only a con- 
siderable change in age at marriage of women would have significantly 
altered the number of births, and (2) that changes in age at marriage 
are likely in fact to have been slight. Moreover, the effect of any 





15 T, H. Marshall, “The Population Problem During the Industrial Revolution,” Economic 
History (Supplement to the Economic Journal), 1 (1926-29) [reprinted in E. M. Carus-Wilson, 
ed., Essays in Economic History (London, Arnold, 1954)], 434, 445, 452. 

16K. H. Connell, The Population of Ireland, 1750-1845 (Oxford, 1950); “Land and Popu- 
lation in Ireland,” Ec. Hist. Rev., 2d ser., Il (1950), 278-89; “Some Unsettled Problems in 
English and Irish Population History, 1750-1845,” Irish Historical Studies, VII (1951), 225-34; 
H. J. Habakkuk, “English Population in the Eighteenth Century,” Ec. Hist. Rev., 2d ser., VI 
(1953), 117-33. 

17 T. McKeown and R. G. Brown, “Medical Evidence Related to the English Population 
Changes in the Eighteenth Century,” Population Studies, IX (1955), 119-41. 
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increase in births would be further reduced by a rise in infant mor- 
tality, since large families have a higher proportion of infant deaths. 
And on general grounds, where both birth and death rates are high, 
an acceleration of population growth is more likely to result from 
a fall in the latter than from a rise in the former. 

There has been very little systematic study of the effect on births 
of age at marriage in prebirth-control societies. The Irish data pre- 
sented by McKeown and Brown suggest that “an advance in mean 
age of wives at marriage of about 5 years would be needed to re- 
duce the mean number of live births by 1” (that is, per marriage). 
This calculation does not, of course, show the full effect of a fall in 
age at marriage since no account is taken of (1) the fact that more 
women would live to marry and (2) the closer succession of the 
generations. These no doubt are minor considerations, but even an 
increase of one child per family would, on reasonable assumptions, 
be sufficient to produce a not imperceptible increase in the rate of 
population growth. Moreover, besides age at marriage one must take 
account of nuptiality. It has been pointed out that it is the age at 
marriage of the women that is important demographically rather 
than that of the men; but in so far as a fall in the age of marriage of 
men is not accompanied by an equivalent fall in the age of marriage 
of women, it must produce an increase in the number of ever- 
married women. The most detailed calculation on the effect of mar- 
riage known to me is in an unpublished thesis by Goran Ohlin, who 
suggests that at least in conditions not too dissimilar from those in. 
eighteenth-century Sweden, even fairly slight shifts in age or frequency 
of marriage would significantly affect long-run rates of growth— 
possibly by 3 or 4 points per 1,000.'" We obviously need to find out 
much more about age at marriage and nuptiality, but I am not con- 
vinced that we must at this stage reject the possibility that a fall of 
two or three years in the age at marriage, plus some increase in nupti- 
ality, could have caused an acceleration of the rate of growth of the 
sort we observe in the later eighteenth century. 

The much more doubtful question is whether there were in fact 
changes in age at marriage of this order of magnitude. There is a 
reasonable amount of evidence that the average age of marriage in 
England before the Industrial Revolution was quite high; the median 





18 Per Goran Ohlin, “The Positive and Preventive Check: A Study of the Rate of Growth 
of Pre-Industrial Populations” (unpublished doctoral thesis, Harvard University), ch. iii. 
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age at marriage of a large group of yeomen in the period 1637-1680 
was 27-28 and of their wives 24-25.'° People in the later eighteenth 
century could, therefore, have married earlier than their forebears. 
But did they? A fall in average age at marriage might take place in 
two ways: as a result of earlier marriages within existing social groups, 
and/or as a result of an increase in the size of those groups where 
marriages at all times tended to be early. As an example of the first, 
there is some contemporary suggestion that agricultural laborers 
tended to marry earlier where the practice of boarding them in the 
farmhouse was discontinued; board wages became less common during 
the Napoleonic Wars because the laborers, being less plentiful than 
before, could make better terms; and there was no revival of the 
practice after the wars, partly because the farmer liked having the 
house to himself, partly because day laborers could be more easily 
subsidized from the rates.’ But within any given social group mar- 
riage habits might be expected to be stable, and it is likely that a large 
part of any change in age at marriage was the result of shifts in the 
relative importance of groups with different marriage habits. That 
there were significant differences in age at marriage in different social 
groups is strongly suggested by the differences in fertility. That these 
were considerable in the early nineteenth century, Krause has recently 
shown in his calculations of fertility ratios; the ratio of children o-4 
to women of childbearing age in the censuses of 1821 and 1841 was 
substantially higher in some counties than in others.” It has been shown 
that of the couples married in the decade 1861-1871, textile workers 
had a marital fertility 6 per cent below the general average and miners 
one of 13 per cent above.” It is improbable that such differences were 
a secondary product of (1) differences in age composition, (2) differ- 
ences in adult mortality (that is, differences in the number of marriages 
broken by death before the end of the childbearing period), or (3) dif- 
ferences of control of births within marriage. The main causes must 
be differences in age at marriage and in nuptiality. 

Ideally, one would like to be able to compare the age at marriage of 





19 Brian Frith, ed., Gloucestershire Marriage Allegations, 1637-1680 (Bristol and Gloucester- 
shire Arch. Soc., 1954). See the review of this work by D. J. Chambers in the Ec. Hist. Rev., 
2d ser., IX (1956), 145. 

20 A. Redford, Labour Migration in England (Manchester, Manchester University Press, 1926), 
pp. 63 ff. 

21 Krause, “English Fertility,” pp. 67-9. 

22D. V. Glass, “Changes in Fertility in England and Wales, 1851-1931,” in L. Hogben, ed., 
Political Arithmetic: Symposium on Population Studies (London, Allen & Unwin, 1937), pp. 
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different groups over time, but though information is not yet available 
for this period, there seems nothing improbable in supposing that, on 
balance, the groups which as a result of economic changes were becom- 
ing larger had also a relatively lower age at marriage, and that the 
shifts were great enough to produce changes in the average marriage 
age of real significance for population growth. 

Whatever the initial causes of the rapid population increase, one 
secondary influence was, as T. H. Marshall argued, the failure of births 
to fall as soon as one would have expected under the pressure of popu- 
lation. The number of children per marriage does not apparently begin 
to decline until the women born in the 1850’s, and initially the decline 
was small; as has been shown from an examination of the 1g11 census 
data, there was little change in fertility between couples married in 
the period 1851-1861 and those married in 1861-1871. The marked fall 
came with the women married in the decade 1871-1881, who had on 
an average g per cent fewer children than those of the preceding 
decade. There is some evidence that the fall, when it came, was asso- 
ciated with a deferment of marriage; the age at marriage rose slowly 
between 1871 and 1900 from 24.30 to 25.14 (for spinsters), and Lorimer 
has suggested that the forces making for fewer births found expression 
first in postponement or avoidance of marriage, and only later in in- 
creased emphasis on methods of controlling fertility within marriage.” 
But in the decades before the 1870's there appears to have been little 
control over population exerted by way of marriage. This may have 
been because of social inertia and the fixity of marriage habits. Alter- 
natively, it may be, as Lorimer argues, that the age at marriage re- 
sponded only to economic pressure or to inducement within a certain 
institutional framework or above certain levels of income; the change 
of the early nineteenth century had disrupted the old institutional sup- 
ports and it was not until the 1860’s and 1870’s that rising standards of 
living provided a setting in which large groups of people were prepared 
once again to calculate about marriage. Or in part the explanation may 
be, as T. H. Marshall suggested, that in the early part of the century 
there were specific economic forces maintaining the level of marriage. 


lll 


We must now consider the second part of the mechanism—the vari- 
ations in deaths. There is no doubt that variations in deaths were a 


23 F, Lorimer, Culture and Human Fertility (UNESCO, 1954), pp. 209-11. 
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major influence upon the rate of population growth. It is evident that 
the spectacular fall in population in the fourteenth century and the 
more modest check in the later seventeenth and early eighteenth cen- 
turies were due to an increase in deaths. What part a fall in deaths 
played in the increase in population between 1760 and 1850 is a more 
debatable question. The standard opinion, based upon the work of 
G. T. Griffith and M. C. Buer, used to be that the fall in deaths was 
the principal cause.** I suggested some years ago that the estimates of 
Grifith and Brownlee did not afford reliable evidence of a fall in death 
rates after 1780, and recently Krause has examined these estimates in 
detail and provided evidence for concluding that there was a very 
marked increase in the deficiencies of registration between the 1780's 
and the 1820's. Everyone who has worked on the population statistics 
of this period has, of course, recognized the difficulty and the necessity 
of devising appropriate multipliers. Krause’s contribution on this point 
is to have assembled sufficient facts to suggest that omissions of regis- 
tration increased so rapidly in the 1780's that it would not be implau- 
sible to ascribe all or almost all the apparent fall in the death rate to 
this cause. Nevertheless, though little reliance can be placed on the 
rates, two conclusions about mortality may be ventured. The first is 
that mortality was lower in the second half of the eighteenth century 
than in the first. In Hollingsworth’s data on British ducal families, 
the cohort born between 1730 and 1779 had a very much higher ex- 
pectation of life than those born between 1680 and 1729. The second 
is that the expectation of life at birth in the 1840’s and 1850’s was higher 
than in the 1770’s and 1780’s. The expectation of life at birth in English 
Life Table III, which covers the period 1838-1854, was 39.9 years. While 
it is not inconceivable that the expectation in England in the later eight- 
eenth century was roughly as high as this—Milne calculated on the 
basis of the data collected by John Heysham for Carlisle in the period 
1779-1787 that the expectation of life at birth was 38.72 years—it is 
extremely unlikely that this was so. In Sweden in the later eighteenth 
century the expectation of life at birth was about 35 years, and one 
would expect the English rate to be lower not higher, since a higher 
proportion of Englishmen lived in towns. I think we must accept the 
probability, therefore, that sometime between the 1780’s and the 1840’s 
and 1850’s there was an improvement in the expectation of life, a more 
substantial improvement possibly than that between the 1850's and 





24 Griffith, Population Problems in the Age of Malthus; M. C. Buer, Health, Wealth and 
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1880's, since the expectation of life by the 1880’s had risen to only 45 
years.” Such an improvement should, I think, surprise us, but the alter- 
native to being surprised is to rewrite the demographic history of earlier 
centuries. 

The question that needs to be decided is how far the fall in mortality 
reflects developments that were fortuitous from an economic point of 
view, and how far they were the result of economic changes and, in 
particular, of an increase of resources. 

It was long thought that improvements in medical knowledge and 
facilities were the main cause, but a cause that for present purposes we 
should rank as external. But McKeown and Brown have shown that 
so far as the eighteenth century is concerned, medicine can have had 
little to do with it. Instead, they suggest that the explanation must be 
an improvement in economic and social environment, and a consequent 
relaxation of the Malthusian positive checks. This was substantially the 
view of the early-nineteenth-century demographer Rickman, who, 
writing in 1816, ascribed the decline in mortality since 1780, which he 
believed himself to have established, to food and cleanliness. The 
standard of living during the Industrial Revolution is itself the subject 
of a large and controversial literature, to which Ashton and Hobsbawm 
have recently contributed from different points of view.”* Ashton has 
distingushed between the large class raised well above the level of mere 
subsistence who were able to share in the benefits of economic progress 
and, on the other hand, the masses of unskilled or poorly skilled whose 
incomes were almost wholly absorbed in necessities. How large the 
minority was we do not know, but in view of the relatively slight in- 
crease in expectation of life in the later decades, it is difficult to believe 
that the improvements in the standard of living can have had impor- 
tant demographic consequences. Such developments as improvements 
in internal transport and marketing may have alleviated the demo- 
graphic consequences of local shortages, but other economic develop- 
ments, particularly the increase in urbanization, would lead one to 
expect higher mortality. 





25In 1953 I suggested that the fall in the death rate in the 1780’s—or such fall as might 
remain after the imperfections of the statistics had been taken account of—might simply be due 
to a change in age composition because of an earlier rise in birth rates. This was an ill-con- 
sidered suggestion since age at death varies so widely that only the effect of implausibly great 
changes in age composition would be perceptible. 

26 T. S. Ashton, “The Standard of Life of the Workers in England, 1790-1830,” in F. A. 
Hayek, ed., Capitalism and the Historians (Chicago, University of Chicago Press, 1954), pp. 
127-59. E. J. Hobsbawm, “The British Standard of Living, 1790-1850,” Ec. Hist. Rev., 2d ser., 
X (1957), 46-68. 
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While medical historians have been thrusting the problem back at 
the economic historian, some economic historians have been tempted 
to find an explanation of variations in death rates in the varying be- 
havior of diseases. Recent work has been damaging to the Malthusian 
view of the death rate on two points. There is no evidence that the 
frequency and severity of deficient harvests in the eighteenth century 
were determined by population pressure. The effect on total mortality 
of a bad harvest was no doubt determined by the general standard of 
living, and so probably was the particular incidence of mortality 
between different groups. But the harvest failures themselves reflected 
ascertainable vagaries of the climate, not the density of population in 
relation to resources. Of even greater importance is the fact that de- 
ficient harvests were not the main agents of mortality. In the region 
examined by Chambers they were overshadowed by outbreaks of dis- 
ease which were not associated with dearth. There is some evidence 
that over the country as a whole severe dearth did cause higher 
mortality.°’ And the mortality of London, like that of all great cities 
in the eighteenth century, was very sensitive to harvest deficiency.” 
But the coincidence between high mortality and dearth in the general 
statistics is not a great deal higher than one might expect from the fact 
that seasons of both were common. In Nottinghamshire the famine of 
1708-1710 had “no specific demographic effect,” while the long period 
of good harvests between 1729 and 1740 saw a succession of epidemics 
and years of high mortality. There was a devastating outbreak of 
smallpox in the later 1720's and a series of influenza epidemics, gen- 
erally accompanied by increased activity among the endemic dis- 
eases.” These epidemics were not an exclusively English phenomenon 
but were general throughout northern Europe. They cannot have been 
a Malthusian punishment inflicted on an overexpanded population, 
since the 1720's and 1730's were, in general, years of abundant harvests. 
Utterstrom has investigated these epidemics in Sweden, and probably 
his explanation of the high mortality of these years and the low mor- 
tality of the decades immediately following applies also to England, 





27 William Farr, “The Influence of Scarcities and of the High Price of Wheat on the Mor- 
tality of the People of England,” Journal of the Statistical Society, IX (1846), 158-74. 

28D. M. George, “The Increase of Population in the Eighteenth Century as Illustrated by 
London,” Economic Journal, XXII (1908), 325. 

29 The study of a single region cannot of course provide conclusive proof that pure epi- 
demics were more damaging than dearths, simply because the geographical incidence of the 
former was more random and localized than that of the latter. See Milne, A Treatise on the 
Valuation of Annuities (London, 1812), II, 461. 
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and the variations in the severity of disease were due primarily to cli- 
matic changes.*” Not only did harvest failures reflect weather, not 
population pressure; weather could and usually did affect mortality 
directly without the mediation of a poor harvest—indeed, the weather 
that was good for the carriers of disease might also be good for the 
crops. 

In a notable article Helleiner has argued, of the later eighteenth 
century and of Europe generally, that “it was not so much a reduction 
of mortality in ‘normal’ years that produced the secular downward 
trend of the death rate, but an unmistakable abatement of the ‘great 
crises.” The disappearance of plague above all, but also a very sensible 
mitigation of subsistence crises, seems to have been chiefly responsible 
for the increase in life expectancy.” ** Considering only England, it is 
doubtful whether such preponderant importance should be attached 
to the plague as compared, say, to influenza and smallpox; indeed, 
whether such preponderant importance is to be attached to epidemics 
as compared to fluctuations in the severity of the endemic discases. And, 
so far as one can judge from their effect on prices, the dearths of the 
late eighteenth century, for example, those of 1795 and 1800, seem to 
have been as severe as those of the late seventeenth or early eighteenth. 
If their effect on mortality was slighter—as was the case—it was perhaps 
principally because the diseases that dearth tended to provoke were less 
vigorous. And for the reasons for this, I think we must look to the his- 
torians of climate and disease. 

It also seems to me that any further improvement in mortality that 
had been achieved by the middle of the century is more likely to be 
due to changes in the virulence and character of diseases than to envi- 
ronmental changes. The probability is that it was an improvement in 
infant mortality, since there is no evidence of an improvement in adult 
expectation of life. Vaccination clearly reduced the infant death rate. 
Writing in 1812, the actuary Joshua Milne considered that “that increase 
[that is, in the excess of births over deaths as a ratio of total population | 
has been accelerated within the last ten years, principally by the prac- 
tice of vaccination.” On the other hand, it has been argued that the 
effect of vaccination was in part counterbalanced by an increase in the 
severity of other diseases, for example, measles in later childhood. 


30 G. Utterstrém, “Some Population Problems in Pre-Industrial Sweden,” Scandinavian Eco- 
nomic History Review, Il (1954), 103-65; “Climatic Fluctuations and Population Problems in 
Early Modern History,” zbid., Il (1955), 3-47. 

31 Karl F. Helleiner, “The Vital Revolution Reconsidered,” The Canadian Journal of Eco- 
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IV 


Did the Industrial Revolution create its own labor force? Or did the 
vagaries of disease and the weather produce an additional population 
that either stimulated an Industrial Revolution or had the luck to 
coincide with one independently generated? To say that population and 
economic change were both cause and effect of the other would be to 
evade the problem, which is to get some idea of proportions, and 
though we are not yet in a position to assess these, it would be surprising 
if they were fifty-fifty. Initially the increase in the second half of the 
eighteenth century must have been due simply to the absence of the 
exceptional causes of high mortality in the early part of the century, 
though it may have been reinforced by changes in the balance between 
peasant and landless laborer among the rural population. It was this 
phase of growth mainly that stimulated the rise in agricultural prices 
and the increase in agricultural investment, particularly enclosures, 
which is evident from the 1750’s onward. It is true that the abruptness 
with which enclosures appear to increase about this decade is partly 
due to a change in the legal form—from chancery proceeding to pri- 
vate act—but the major part of the increase was certainly genuine. 
One of the main desiderata of English agrarian history is an attempt 
to estimate the order of magnitude of the capital cost of enclosures, 
but in relation to the relevant contemporary magnitudes it must have 
been considerable. One can think of several plausible ways in which 
an increase in investment and income in so important a sector of the 
economy might have stimulated industrial investment, and one of the 
questions that needs to be further investigated is how the growth of 
home agricultural incomes compared as a stimulus with the increase of 
incomes in England’s overseas market. The other problem which, on 
this reading of the situation, needs to be explained is why the output 
of English agriculture was so much more “responsive” in the eigh- 
teenth century than in the sixteenth. On this we may expect light from 
the large-scale history of agriculture that is being written under H. P. R. 
Finberg’s editorship. 

So far as the early decades of the nineteenth century are concerned— 
the period when population growth in England unambiguously di- 
verged from that of Continental Europe—substantial weight has, I 
think, to be attached to the effect of the industrial changes in explain- 
ing the persistence of high levels of fertility. How far these changes 
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offered positive opportunities for early marriage and how far they 
simply weakened the older restraints on marriage—these are questions 
which can be answered only when the evidence of the parish registers 
has been more systematically analyzed. 


H. J. Hasaxkuk, Oxford University 





Recent Research in the 
Economic History of Modern France 


(O present a critical evaluation of recent works and those in prepa- 

ration on the economic history of nineteenth-century France is 
certainly ambitious. I know nothing of what is done in Russia and the 
countries of eastern Europe, whose languages I cannot use; surveying 
as I am the field of economic history, | am unhappy not to be able to 
present and discuss works of Marxist inspiration. Moreover, many 
works both in France and abroad are as yet unpublished and thus have 
escaped my examination. I have even been unable to consult some im- 
portant works published very recently, and thus can only cite them 
without subjecting them to critical examination. Finally, the very na- 
ture of this paper is opposed to a long, tedious enumeration of detailed 
works scattered through out-of-the-way journals. For the rest, certain 
of these works have recently been the object of a critical review by Paul 
Leuilliot in THe JourNAL oF Economic History.’ 

Thus I have confined myself to the main lines and principal tenden- 
cies, attempting to place in perspective the major questions in which 
economic historians are interested, as well as those which remain rela- 
tively little known and require examination before being included in 
a general synthesis. 


Organization of study and research. The study of economic his- 
tory is relatively recent in France and still suffers from inadequate 
attention. To be sure, one can cite for the modern period the well- 
known names of Levasseur, Simiand, Hauser, and Sée, not to mention 
Marc Bloch, a medievalist who did not forbid himself certain in- 
cursions into more recent times. These names remain isolated, how- 
ever, and are not tied to schools of research—apart from Marc Bloch 
who is claimed by too many disciples. In fact, the prestige of the 
liberal history of the nineteenth century, as well as the official interest 
in political and diplomatic history and the influence of Seignobos and 
the pseudoscientific methods of the “rationalistic historians,” long held 
back economic history. In short, as David Landes has indicated, it is 


1“The Industrial Revolution in France,” THe JournaL oF Economic History, XVII (June 


1957), 245-54. 
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only since World War II that economic history has succeeded in mak- 
ing a place for itself in France. 

A. Instruction. The rigidity of the French university system retarded 
until now the development of economic history, disputed between the 
economists of the law faculties and the historians of the faculties of 
letters. Behind this debate lay hidden a confusion between political 
economy and economic history. The economists, instead of studying 
mechanisms, preferred to devote their instruction to doctrines and to 
economic evolution, thus encroaching on the domain of history. In 
recent years the instruction of economists has become more technical 
and specialized, and economic history has succeeded in disengaging 
itself. 

Currently economic history has come into its own in the faculties 
of letters, which have recently become faculties “of Letters and Social 
Sciences.” This change of title completes an evolution that dates back 
to the last war. In several of the faculties instruction is given in eco- 
nomic history as such: at the Sorbonne by Michel Mollat and Ernest 
Labrousse; at Rennes by Jean Delumeau; at Lyons by Pierre Léon; 
and quite recently at Clermont-Ferrand by Bertrand Gille. In other 
faculties there is no instruction in the subject as such, but certain 
courses are oriented in that direction; such is the case at Lille, Bordeaux, 
Toulouse, Besancon, and so on. It is important to note, however, that 
nowhere does the nineteenth century have a preponderant place. The 
seventeenth and eighteenth centuries are the ones most studied at 
present. 

Economic history is also taught in the instituts d’études politiques, 
created in 1945 in Paris and the principal university cities. Instruction 
there takes on a different character from that in the faculties of letters, 
in that it is intended less as preparation for research than as training 
for future government officials and businessmen. Nevertheless, under 
the guidance of teachers in these institutes several good works in eco- 
nomic history have been published recently. 

B. Research. At all times French universities have devoted their effort 
more to professional training than to research. That tendency has been 
re-enforced in recent years, at least for the faculties of letters, which 
have been called upon to train the teachers for an increasing popula- 
tion. A recent reform has called for the creation within the faculties of 
a new cycle of studies devoted exclusively to research, generally called 
the Third Cycle. This decision may open new areas for research in 
economic history, but it is too soon for it to have produced results. 
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The great center of research in the field of economic history is the 
Sixiéme Section of the Ecole des Hautes Etudes in Paris, of recent crea- 
tion. This new section, added to those founded in the last century by 
Victor Duruy, has devoted itself, first under the direction of Lucien 
Febvre, then under Fernand Braudel, to economic and social science. 
It brings together the most eminent specialists from these various dis- 
ciplines, among whom it suffices to cite for the nineteenth century 
Ernest Labrousse, Paul Leuilliot, and Charles Morazé. This center is 
the only one to possess a true research laboratory—cartographic, statis- 
tical, and demographic—permitting researchers to work in favorable 
conditions. If thus far the publications of the Sixiéme Section have 
been devoted mainly to the early modern period, important works on 
the nineteenth century have been announced. 

Other research centers deserve mention, in particular the Institut 
National d’Etudes Démographiques, created in 1944 to promote studies 
relating to population. A historical section, directed by Louis Che- 
valier, has already done important work on the century in which we 
are interested. In an area more social than economic one should men- 
tion two new projects. Ernest Labrousse, at the International Historical 
Congress in Rome in 1955, broached the idea of a vast study of the 
bourgeoisie. On this subject, André Tudesg and Adeline Daumard indi- 
cated in a recent number of Annales the possibilities of research based 
on fiscal documents.” The other project is that of Georges Bourgin 
and Georges Lefebvre, who have created an Institute for Social History 
from which we may hope for much in the field of social structure. Fi- 
nally one should mention the activity of the Société d’Histoire de la 
Révolution de 1848, which is pursuing collective research on a period 
enlarged to include the whole of the nineteenth century. 

C. Publications. In the matter of journals it is a pleasure to note the 
rejuvenation of the Annales which, leaving aside the field of literature, 
has returned to its original objective, the study of economies, societies, 
and civilizations. At its side three other reviews of a very different char- 
acter give an important place to economic history: the Revue d'histoire 
économique et sociale, rejuvenated in its form and spirit under the 
initiative of Jean Vidalenc; the Revue économique, working for a 
rapprochement of economists and economic historians; and the Revue 
d'histoire moderne et contemporaine, which has appeared since 1954 


2 André Tudesq, “Les listes électorales de la monarchie censitaire,” Annales (E.S.C.), 
XIII (1958), 277-88; Adcline Daumard, “Paris et les archives de l'enregistrement,” srd., 289- 
303. 
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under the direction of Charles Pouthas and Roger Portal. One must 
recognize that there is not in France—and I deplore it greatly—a jour- 
nal analogous to the Economic History Review or THE JouRNAL OF 
Economic History which, in addition to articles, devotes an impor- 
tant place to reviews of works published in all countries. 

‘The regional journals have in recent years enjoyed a long hoped- 
for revival; among others, the Annales de Bourgogne, the Annales de 
Normandie, the Annales du Midi, the Revue d’Alsace, the Revue du 
Nord, and the Cahiers d'histoire, recently created by the universities of 
Lyons, Grenoble, and Clermont-Ferrand. The majority of these jour- 
nals regularly publish regional bibliographies of the greatest interest 
to all scholars. Their economic orientation has been accentuated in 
recent years, and that is a most encouraging sign. 

Several collections giving an important place to economic history 
have appeared or grown. Since 1945 the Institut National d’Etudes 
Démographiques has published a series entitled “Travaux et docu- 
ments,” where the nineteenth century is well represented. The Sixiéme 
Section of the Ecole des Hautes Etudes has begun several series devoted 
to various aspects of economic history: “Affaires et gens d'affaires”; 
“Ports, routes et trafics”; “Monnaie, prix et conjoncture.” Until now 
the nineteenth century has been poorly represented, but several works 
on this period are now scheduled. One should mention, finally, a col- 
lection just inaugurated by the journal Cahiers d'histoire; without spe- 
cializing in economic history, it gives that subject a favored place. 

Thus, despite certain lacunae, economic history, and especially that 
of the nineteenth century, has come to occupy an important place in 
recent years. The time has passed when certain economic historians 
were obliged to publish abroad works refused by French editors, such 
as Henri Sée, whose Histoire économique de la France was published 
in Germany. Such a scandal now belongs to the past. 


I] 


Current tendencies of research: recent results and neglected aspects. 
What are the areas to which French historians have been particularly 
attracted in recent years? 

A. Demographic questions. These have found increasing favor since 
the work of Joseph J. Spengler in the immediate prewar period * and 


3 France Faces Depopulation (Durham, N.C., Duke University Press, 1938); ‘Notes on 
France's Response to Her Declining Rate of Demographic Growth,” THe JourNAL oF Eco- 
nomic History, XI (1951), 403-16. 
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the creation of the Institut National d’Etudes Démographiques. The 
demographic revival of the last fifteen years has made Frenchmen 
more conscious of the importance of these questions. One of the 
pioneers in these studies has been Louis Chevalier who, departing 
from the austere paths of statistics, has attempted to throw light on 
the relations between demographic and social evolution.* He will 
publish shortly a new study on the “dangerous classes” of Paris in the 
first half of the nineteenth century. 

The most important work that has appeared in the field of popu- 
lation studies is that of Charles H. Pouthas, who, leaving his tradi- 
tional area, has presented a first outline of the demographic evolution 
of France between 1800 and 1850.° The name of the author and the 
choice of the subject have an almost symbolic value, in that they show 
the importance of these questions to the traditional type of historian. 
The author shows how the rural areas attained their maximum popu- 
lation between 1820 and 1840, after which numbers began to decrease, 
at least in the poorest départements. What was the cause of that de- 
crease? The rupture of the traditional equilibrium between the funda- 
mental agricultural activity and the complementary but indispensable 
resources obtained from rural industries—textiles, metallurgy, and 
wood. About 1830-1840 the French countryside was actually overpopu- 
lated, but the surplus could live by means of supplementary activities, 
which disappeared with the beginning of industrial urban concentra- 
tion. The balance broken, the peasants’ only recourse was to migrate 
to the cities, toward which they were also pushed by bad harvests, the 
crises of the artisanat, and rural poverty. What emerges from this study 
is that the rural inhabitants were forced from the countryside rather 
than attracted by the cities. 

Certain of these conclusions have been confirmed by Philippe 
Pinchemel for a much more limited area, that of Picardy, or rather 
three typical cantons in Picardy.° Depopulation affected above all the 
half-rural, half-industrial areas. The strictly agricultural cantons. re- 
sisted better. These conclusions modify the traditional view that sees 
rural depopulation as due solely to changes in agriculture. The appear- 





4 La formation de la population parisienne au XIX® siécle (Paris, Presses Universitaires, 1950); 
Démographie générale (Paris, Dalloz, 1951). 

5 La population francaise pendant la premiere moitié du XIX® siécle (Paris, Presses Universi- 
taires, 1956); cf. Louis Chevalier, in Revue d'histoire moderne et contemporaine, Ill (1956), 
236-46. 

6 Structures sociales et dépopulation rurale dans les campagnes picardes de 1836 2 1936 
(Paris, A. Colin, 1957). 
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ance of the recent thesis of André Armengaud on the evolution of 
Aquitaine may show whether these new views also apply to the South- 
west, the region most affected by depopulation in the preceding cen- 
tury. 

In these demographic studies one can include various studies of urban 
development in the course of the nineteenth century. The most im- 
portant of these is that of David Pinkney on the reconstruction of 
Paris under the Second Empire.’ The author is especially interested 
in the technical problems posed by the increase in population: hygiene, 
transport, and recreation. His work constitutes a model for other studies 
of the same type, the demand for which is growing. The process of 
urbanization is still poorly understood, and we need to study it in order 
better to understand social change. A recent study of Besancon fur- 
nishes new information on the evolution of a provincial city.* 

B. Economic crises. A classical question, and still disputed. In spite 
of good recent works, the nature of crises in the nineteenth century 
is still not entirely clear and does not appear close to being so. 

The these complémentaire of Jean Labasse on the crisis of 1811 has 
now appeared.® Studying the silk trade of Lyons by means of the archives 
of a firm, the author arrives at the conclusion that the crisis of 1811 in 
this industry had nothing to do with the Continental Blockade. At 
the origin lies a poor silk harvest in Piedmont, followed by a frantic 
price rise, which ended in an abrupt decline explained in part by the 
very precarious state of trade in 1811. A persistent depression followed 
the speculation of the boom, and the political situation was not such 
as to revive a luxury trade. 

Under the direction of Ernest Labrousse the Société d'Histoire de la 
Révolution de 1848 has published a collection of a dozen studies de- 
voted to the crisis and depression of 1846-1848."" Most of these studies 
take each a different region, chosen according to the interests of the 
contributing authors. That is, the picture presented is not exhaustive, 
and does not even pretend to furnish a synthesis. The impression one 
gets from these studies is one of very great diversity. At a time when 
the départements of the East and West were affected by famine and 


7 Napoleon Ill and the Rebuilding of Paris (Princeton, Princeton University Press, 1958). 

SL. Chevalier and J. J. Scherrer, Documents sur le développement urbain de Besangon entre 
1840 et 1940 (Paris, Les Belles-Lettres, 1957). 

9 Le commerce des soies a Lyon sous Napoléon et la crise de 1811 (Paris, Presses Universi- 
taires, 1957). 

10 Aspects de la crise et de la dépression de l'économie francaise au milieu du XIX® siécle. 
[Etudes sous la direction d’E. Labrousse, publiées par la Société d'Histoire de la Révolution de 
1848, Vol. XIX.] (La Roche-suryon, Imprimerie Centrale de l'Ouest, 1956.) 
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industrial unemployment, Marseilles and, the Var were experiencing 
remarkable prosperity. This confirms the earlier hypothesis of “pro- 
tected” sectors alongside “exposed” ones. The latter, moreover, were 
less numerous than one might suppose; the famine of 1846 was felt 
very unevenly among the large producing regions. Thus Lower Alsace 
and the plain of Caen exported wheat that very year. The industrial 
crisis affected above all the artisans of the countryside, already hit by 
the preceding crises. This study provoked a lively reaction on the part 
of Charles Pouthas, who in a violent article takes the authors to task 
both for their conception of the subject and for their conclusions." 
Agricultural antecedence, the basis of Labrousse’s argument, is criti- 
cized as not being in evidence in a number of cases. The transition from 
an agricultural stage to an industrial stage would not always seem to 
be necessary. Finally, is it certain that the income of the peasants de- 
clined? Was not the fall in production compensated by the rise in 
prices? Pouthas raises all these points and asks to see better-substantiated 
explanations. 

Thus the debate continues on the interpretation of crises in the 
French economy in the nineteenth century. It is curious to note, in 
particular, that the crisis of 1846-1848, of which so much is made, is 
still in fact rather little known. What can one say of the others, which 
have been studied even less? It is regrettable that none of the adver- 
saries has used the “investment” argument, on which Bertrand Gille, 
in a work to be cited below, has provided some persuasive details. 
Might not the crisis of 1846-1848 have been due to an excess of railway 
investment, followed by a lack of liquid funds at the moment of ten- 
sion? A path is thus laid out for new research. In addition, works are 
not lacking on other crises, such as 1830'* and 1836-1842."° 

C. Industrial revolution and investment. The question of the Indus- 
trial Revolution continues to attract both French and foreign historians, 
but from a different viewpoint from that which formerly prevailed. 
Leaving aside problems of technology, scholars have investigated the 
financial aspect of the phenomenon. An industrial revolution is possible 
only if capital exists in sufficient quantity and is invested in the new 
means of production. 





11 Pouthas, in the Revue d'histoire moderne et contemporaine, 1V (1957), 309-16. 

12 Jean-Philippe Desportes, “La crise économique de 1830 et la politique gouvernementale” 
(Paris: Dipléme d’ Etudes supérieures [DES], 1955); Paul Gonnet, “Esquisse de la crise 
économique de 1827 4 1832 en France,” Revue d'histoire économique et sociale, XXXIII (1955), 


249-92. 
13 Maurice Garden, “‘La crise de 1836-42 4 Lyon” (Lyons: DES). 
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An important point has recently been established which throws new 
light on the Industrial Revolution: the rate of growth of the French 
economy. In a very original article Rondo E. Cameron“ has distin- 
guished a certain number of periods according to their rhythms of 
development. That with the highest rate comes in the years 1852-1857. 
At all other times the rhythm of development was slow, if not negative, 
as from 1847 to 1851 and in 1858-1859. Why did this rhythm accelerate 
for only a very short period? David Landes had already posed the ques- 
tion in speaking of the “financial revolution of the nineteenth cen- 
tury.” ’° The Second Empire coincides with the rise of a new genera- 
tion of bankers symbolized by the Pereire brothers, more audacious 
and more enterprising than their predecessors and rivals, the Mallets, 
Hottinguers, André & Cottier, and Rothschild. During the first years 
of the reign of Napoleon III the new generation of bankers received 
numerous official favors, promoted businesses serving the prosperity 
of the entire country rather than simply the profit of a minority, and 
developed an original type of investment bank which became the model 
for numerous imitators abroad. On the Crédit Mobilier and its exten- 
sions abroad Rondo Cameron has provided some interesting insights."® 
Nevertheless, this type of bank did not arise suddenly from nothing; 
it had been preceded by a series of experiments of which the first go 
back to the Restoration, and with which the name of Jacques Laffitte is 
closely associated. On that question an article of Bertrand Gille sharpens 
and completes our information.’ But one must admit that the ques- 
tion is not yet exhausted and that the history of the Crédit Mobilier and 
its economic influence remains to be written. 

Some recent works have increased our knowledge of the provincial 
banking milieu and the financial procedures utilized by the industries 
scattered throughout France. For the Nivernais, a metallurgical area, 
an article of Guy Thuillier is the forerunner of a book on the same 


14 “Profit, croissance et stagnation en France au XIX€ siécle,” Economie appliquée, X (1957), 
409-44; also “Economic Growth and Stagnation in France, 1815-1914," Journal of Modern 
History, XXX (1958), 1-13. 

15 “Vieille Banque et Banque Nouvelle: la révolution financiére du XIX® siécle,” Revue 
d'histoire moderne et contemporaine, Ill (1956), 204-22. 

16 “The Crédit Mobilier and the Economic Development of Europe,” Journal of Political 
Economy, LXI (1953), 461-88; “Founding the Bank of Darmstadt,” Explorations in Entre- 
preneurial History, Vill (1956), 113-30; “Le développement économique de 1’Europe: le réle 
de la France,” Annales, XII (1957), 243-57; “L’exportation des capitaux francais,” Revue 
d'histoire économique et sociale, XXXIII (1955), 347-53. 

17“L_a fondation du Crédit Mobilier et les idées financitres des fréres Pereire,” Bulletin du 
Centre de Recherches sur l'Histoire des Entreprises, 1954, pp. 10-28. 
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subject."* For the region of Toulouse, a dipléme d'études supérieures 
has studied the role of local banks in economic development.” An 
article of Bertrand Gille has emphasized the banking relations between 
Alsace and Parisian circles and concludes that the aid of Paris was an 
expedient reserved for periods of crisis, such as that of 1828.°° Other 
articles in the same area would be most welcome, but one must recog- 
nize that the rarity, if not the complete absence, of documents renders 
the research particularly difficult. 

On the problem of banking and credit we will have hereafter an 
excellent instrument in the thesis, as yet unpublished, of Bertrand 
Gille.* It is a very recent work, based on both public and private 
archives, and covers the years 1815-1850. The author draws a complete 
picture of French banking, provincial as well as Parisian, insisting on 
the inadequacy of credit instruments after about 1830-1835. Numerous 
enterprises were condemned to vegetate for lack of financing, whereas 
savings remained inactive for lack of outlets. Existing banks thought 
more of their profits than of expansion of the economy. In 1837 Jacques 
Laffitte created a new type of bank, the Caisse Générale du Commerce 
et de I’'Industrie, prototype of numerous credit establishments founded 
until 1847, both in Paris and the provinces, for the purpose of serving 
merchants and industrialists neglected by the Haute Banque. On this 
point Gille has modified and completed the views published previously 
by Fritz Redlich.** The newest part of the work is that concerning the 
participation of the banks in various enterprises: Seilliére, besides his 
well-known participation in Le Creusot, provided capital for De 
Wendel at Hayange, the ironworks of Bazeilles, the mines of Mont- 
chanin. One finds the bank Vassal in the ironworks of the Doubs and 
Epinac, in a spinning mill in Saint Quentin, and in a sugar refinery. 
Behind the fusion of the mines of the Loire in 1845 one discovers the 
action of Paris and Lyons bankers brought together by the receiver- 
general Delahante. These few examples clarify the financial aspects of 
the Industrial Revolution and explain its slow pace: the absence, not of 
capital, but of the means to distribute it braked the entire process of 





18 “Pour une histoire bancaire régionale: en Nivernais, de 1800 4 1880,” Annales, X (1955), 
494-512. 

19 Yves Rey, “Banque et crédit 4 Toulouse au XIX® siécle” (Toulouse: DES, 1956). 

20 “Les problémes du crédit en Alsace et les milieux financiers parisiens (1825-1848), Revue 
d’ Alsace (1956), pp. 220-33. 

21 “Banque et crédit sous la monarchie censitaire’” (Paris: thése-és-lettres, 1957). 

22 “Jacques Laffitte and the Beginnings of Investment Banking in France,” Bulletin of the 
Business Historical Soctety, XXII (1948), 137-60. 
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development. Finally, Gille’s work opens a new path for the interpre- 
tation of cyclical crises by emphasizing the factor of investment, which 
appears particularly persuasive as an explanation for the crisis of 1848. 
An analogous work on the later periods would obviously be most 
helpful. 

In spite of the slight extent of the phenomenon, industrial concen- 
tration had already made some progress by 1848. Gille has studied this 
in his these complémentaire, also unpublished.** Mining and metal- 
lurgy had, more than other sectors, been marked by this tendency 
toward concentration, in which, as already noted, the banks played a 
preponderant role. 

These recent works have underlined the essential role of finance in 
the Industrial Revolution. That is why, more and more, attention has 
been given to banking history, which would seem to furnish the key 
to the explanation so long sought. Thus one welcomes articles con- 
cerned with the history and technique of banking as a means to better 
understanding of general economic development in the nineteenth 
century.** 

D. Business and entrepreneurial history. This branch, so important 
in the United States and so useful for a knowledge of the economic 
milieu, is as yet slightly developed in France. Obstacles of all sorts, 
some insurmountable, such as the destruction of private archives, others 
psychological, such as the suspicious mentality of business leaders, have 
slowed research. Nevertheless, some progress has been realized. 

For the first time a summary of the business documents in the 
Archives Nationales is available.” It is only the first volume, but its 
publication is an encouraging step that will facilitate the work of all 
economic historians. It is to be hoped that we will soon have similar 
publications for the provincial archives. The results obtained by Gille 
and Labasse in using these archives prove their worth. 

Monographs on particular enterprises remain quite rare, apart from 
official publications marking the anniversary of a firm. These are of 
very little use to the historian. Recently a great chemical enterprise 


23 “Recherches sur la formation de la grande entreprise capitaliste, 1815-1848” (Paris: thése 
complémentaire, 1957). 

24 Bertrand Gille, “Notes pour un plan de recherche sur I’histoire bancaire,” Bull. du Centre 
de Recherches sur I'Histoire des Entreprises, 1953, pp. 42-56; Jean Bouvier, “Recherches sur 
l'histoire des mécanismes bancaires en France dans le dernier tiers du XIX® siécle,” ibid., 1955, 
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25 Etat sommaire des archives d'entreprises, conservées aux Archives Nationales. Série AQ, 
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obtained the services of an economist who was unable to repress an 
enthusiasm foreign to all notions of scientific method; the history of 
Péchiney is thus semihagiographical.** For metallurgy one can find 
good surveys in several of the papers collected in the proceedings of 
the International Congress on Iron.” 

The history of enterprises leads to the more general question of busi- 
ness mentality and the spirit of enterprise. These questions have in- 
terested American historians in particular, as witnessed by the articles 
of Shepard B. Clough and David Landes,” some of the analyses con- 
tained in the volume edited by E. M. Earle,”* as well as the criticism 
expressed by R. E. Cameron.*” Many of the views and judgments 
expressed so far take on the character of hypotheses or intuition. An 
explanation for the technical retardation of France is certainly called 
for, and these articles provide a starting point for further research. The 
great merit of R. E. Cameron consists in showing that the appeal to 
psychology merely pushes back the problem a stage without solving it. 
The solution must be sought in a precise, detailed study of the em- 
ployers and the French bourgeoisie. That study has already been sug- 
gested by Ernest Labrousse at the international congress in Rome in 
1955..A report by Pierre Léon ** has indicated the state of current re- 





search on the bourgeoisie of the eighteenth century. The textile bour- 
geoisie of Lille-Armentiéres has already found a historian * who is at 
present enlarging his area of study to the entire Nord.** Detailed studies 


have appeared for other regions,** whereas still others are in progress.” 
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There is certainly a new interest in the propertied classes, in spite of the 
difficulties encountered by research of this nature. One can see there the 
happy interpenetration of sociology and the methods used by Gabriel 
Le Bras in his study of religious feeling. It is not vain to hope that in 
time French historians will be able to answer the question posed by 
their colleagues across the Atlantic. 

E. Working-class questions. Since the classic work of Georges 
Duveau on working life under the Second Empire no important work 
has been published. Working-class questions, however, are far from 
being so well understood as might appear from the large number of 
works devoted to them. A recent article has attempted to answer the 
very controversial question of the birth of class consciousness among 
a labor force filled with tradition and shaped by paternalism.” The 
question remains unanswered. 

As always in the case of working-class history it is the “crisis” aspect 
that attracts historians. The crisis at the beginning of the July Monarchy 
and the first strikes of the modern type have been the subject of Jean- 
Louis Aguet.*’ To this should be added two memoirs presented to the 
Faculty of Letters at Lyons, one on the workers of Lyons and another 
on St. Etienne.** The other episode that has attracted the attention of 
French historians is that of the violent and bloody strikes at the end 
of the Second Empire and the exact role of the First International in 
these disorders.” 


moderne et contemporaine, Il (1955), 185-205; M. Le Cuivre and H. Manceau, ‘“‘Au temps de 
Nicolas Gendarme: maitre de forges, banque et députation,” Etudes ardennaises, No. 4 (Jan. 
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have been published in recent years, as if the present phase of research 
did not yet permit the drawing of conclusions. It is scarcely necessary 
to mention certain titles that, while relatively new, have already be- 
come familiar to all economic historians: the work of Pierre Léon on 
the origins of large-scale industry in Dauphiné, that of Arthur Louis 
Dunham on the Industrial Revolution. The large syntheses of Robert 
Schnerb and Charles Morazé give a prominent place to France on ac- 
count of the nationality of the authors. Among other general works 
the most curious is that of Paul Combe on the standard of living and 
technical progress in France.” The title itself indicates a very special 
orientation and the strong influence of the ideas of Jean Fourastié. 
The approach of the author is essentially statistical; he has put to 
gether continuous time series for the various sectors of the economy 
and compared them with one another and with foreign series. The 
conclusion he draws is pessimistic: continued retardation of France 
relative to other countries and deterioration of the standard of living. 
Although well documented, the work is far from convincing, as it 
accords to the statistics a dogmatic value that seems to me exaggerated. 
It is, nevertheless, a very useful work, and a point of departure for 
future research. 

On the whole, certain questions are still poorly understood: 

1. The rural and agrarian milieu. The historians have shown a pre- 
dilection for industrial and commercial questions. It is to the French 
geographers that one must turn for light on the peasant world.** How 
did the countryside react to the transportation revolution? How has 
property evolved? How was the geographical distribution of crops 
modified? What were the social results of these transformations? We 
still know very little about these things.*” A general work on the subject 
has taken over a title which does not fully correspond to its contents.** 
One cannot validly discuss the economic evolution of France without 
knowing more of the mentality, the mode of life, and the evolution of 
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the thirty million peasants who imposed on the urban areas both 
Napoleon III and the république conservatrice. 

2. Transportation. Of course we have monographs on this and that 
railway.** We know less of the roads,*” however, and there is nothing 
of value on the navigable waterways, which played a major role in the 
first half of the century. Two points deserve further attention: the effect 
of the means of transport on the human environment, that is, on migra- 
tion; and the effect on internal commerce, still very little understood. 

3. Insufficiency of local studies. In spite of the efforts of the journals 
mentioned above, the small number of local or regional monographs 
written in a general vein is deplorable. A few good studies have been 
published.*° Others are badly needed. 

4. Economic life from 1870 to 1914. This is still very poorly under- 
stood. It is significant to note the large number of political studies of 
the Third Republic and the total absence of economic studies. Will 
that period tempt no one? Episodes as decisive as the Freycinet plan, 
the bankruptcy of the Union Générale, the depression of the eighties, 
and the Méline tariff still await their historians. 

Many avenues thus remain open for those who wish to study nine- 
teenth-century France, both in order to understand it better for its own 
sake, and at the same time to understand better the problems of the 
present day. 

Ciaupe B. Fouien, University of Besancon 

44 Jean-Louis Guichard, L’établissement de la ligne de chemin de fer Lyon-Grenoble (Lyons: 
i Brelot, “Les routes,” in Enquéte sur le Jura depuis cent ans: étude sur l'évolution 
économique et sociale d'un département francais de 1850 2 1950 (Lons-le-Saunier, M. Declume, 
0 ai Combe, Thiers, les origines, l’évolution des industries thiernotses, leur avenir (Cler- 
mont-Ferrand, 1956); Yvette Nolle, “Dijon au début du Secone Empire,” Annales de Bourgogne 
(1952), 7-46; (1953), 89-117, 241-53; J. Brelot and G. IP n, Histoire de Lons-le-Saunier 
(Lons-le-Saunier, 1957); Paul Leuilliot, “L’Alsace au début uu XIX® siécle: essais d'histoire 


politique, économique et religieuse (1815-1830)" (unpublished thesis); and ‘“L’Alsace sous 
la Restauration,” Revue d’ Alsace, XCVI (1957), 104-28. 





Recent Developments in German 
Economic History* 


N 1928 Hans Proesler, whom we shall meet in the course of this 
Busty assumed the presidency, that is, became the Rector, of what can 
be described as the Nurnberg school of economics (Hochschule fiir 
Wirtschafts- und Sozialuissenschaften). The address he delivered on 
that occasion can properly serve as the starting point for my own pres- 
entation, for it dealt with German economic history, its development 
and problems.’ In his talk Proesler pointed out that it was the eigh- 
teenth-century enlightenment that opened the road to economic history 
by assigning to studies pointing in this direction a niche in the lecture 
hall of general cultural history. In Germany such men as Justus Moser, 
Gottfried Herder, and some members of the then-famous Gottingen 
school of historians, Schlozer, Gatterer, Heeren, von Anton, and 
Fischer, are considered by the historian of economic and social history 
as having stood at the cradle. Although German Romanticism had 
done much for historiography in general, its role for economic history 
was very limited. Romanticist historians were not primarily interested 
in things economic, although in the frame of legal and constitutional 
history on the one hand, and in connection with classical studies on 
the other, scholars of that period and the decades following made con- 
tributions to this field of knowledge. I might mention Savigny, Eich- 
horn, Waitz, Bockh, Otfried Miller, Mommsen; and a few minor 
figures, such as Hiillmann and Hannssen, even devoted themselves to 
special problems in the area, that is, financial and agrarian history, 
respectively. Georg von Below, the renowned German historian, treat- 
ing Proesler’s topic a few years before the latter, emphasized the 
contribution of the Prussian archivist, Georg Wilhelm von Raumer 
(1806-1856). Not only did the latter take an interest in matters 
economic but his ideas even tended toward what we would today 
call a materialistic interpretation of history. 

As a matter of fact, the impulse which led to a flowering of German 


* The author acknowledges his indebtedness to Ludwig Beutin, Hermann Kellenbenz, and 
to Wolfgang Zorn, all of Germany, without whose advice and assistance this paper could not 
have been written. Ludwig Beutin died prematurely the day before this paper was presented. 

1 Wirtschaftsgeschichte in Deutschland, ihre Entwicklung und ihre Probleme [Niirnberger 
Beitrage zu den Wirtschaftswissenschaften, No. 11] (Nirnberg, 1928). See also Georg von 
Below, Die Deutsche Geschichtsschreibung von den Befreiungskriegen bis zu unsern Tagen, 
2d ed. (Munchen, 1924), 161-94. 
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economic history did not come from historians but from economists. 
Here two great names must be mentioned in passing, even if only with 
a good many reservations. These are Adam Smith and Karl Marx. In 
their lifetimes there were probably no scholars who commanded an 
equally wide historical knowledge of economic data, but Smith’s bent 
was theoretical and Marx’s dogmatic and philosophical, so that their 
influence on the development of our area of research was limited, 
enormous as it was in other fields. 

The great impulse actually came in the second half of the nineteenth 
century from the leaders of the older and younger historical schools 
in economics, Hildebrand, Roscher, Knies, and Schonberg on the one 
hand, and Schmoller and his friends and contemporaries on the other. 
Because they rebelled against classical economics, each tried to put 
economic studies on a historical foundation. What distinguished the 
younger group from the older was the emphasis on the investigation 
of special topics on the basis of primary sources, that is, along the best 
historical tradition of the nineteenth century. They were assisted in 
fact in their endeavors by a great number of local historians who, in 
the course of their research, turned up valuable data from our point 
of view. 

In dating the evolution from such beginnings of a new branch of 
historiography, Proesler pointed to the years around 1880. He thought 
that the rather radical change in Germany from a system of /aissez- 
faire to one of protection had taught a good practical lesson to scholars 
inclined toward economic history. On the other hand, there appeared 
suddenly in those years a larger number of publications in our field 
which were of outstanding quality, while Inama-Sternegg, one of its 
greatest contemporary exponents, came close to proclaiming economic 
history as an independent branch of historiography. 

To avoid misunderstandings, so far I have mostly reported those of 
Proesler’s suggestions with which I find myself in agreement. I must 
add a few words about the role of Sombart and Max Weber. The 
former, a student of Schmoller, broke through the limitations of 
monographic research by attempting a synthesis in our field, an attempt 
which demanded reliance on economic theory and tended to bridge 
the gap between the two. At the same time, Sombart, familiar with 
Marxian ideas, first admitted into respectable economic history ele- 
ments from the latter’s teaching that have since proved indispensable 
for economic historians. Max Weber, on the other hand, was more 
influential through his methodological writings and through the 
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inspiration which he provided (I remind you that it was he who dis- 
covered the interaction of religious thought and economic activities) 
than through his direct contributions in our field. Yet his work also 
was synthetical at the historically earliest possible moment. 

In turning now to my proper subject I shall begin by announcing the 
result of the investigation and by comparing it with that of Proesler. 
You will thus have in mind a kind of a guide to what is to follow, 
knowing in advance what might be considered the main achievement 
of the pertinent German scholars of the last four decades. Proesler 
thought that as late as the 1920's economic history, at least in Germany, 
had no well-defined place on the globus intellectualis. \t had no ° 
accepted method of its own. It received demands, but also incentives, 
from two disciplines whose goals were not identical: from economics, 
searching for generalizations; and from history, then entirely domi- 
nated in Germany by the quest for the unique and singular in the his- 
torical process. Economic history had a nondescript character. I think 
our investigation will show that German economic history has now 
reached beyond that ill-defined stage, because of the devoted work of a 
relatively small band of men, who in their lifetime went through two 
world wars and three domestic upheavals. 

If we wish to understand the recent development of German 
economic history we must approach the subject from two angles, 
studying both the exponents of this field of scholarly endeavor and the 
subjects they prefer in their studies. But before we start we must point 
to the very limited number of professorships in our field. There is one 
for economic and social history at the University of Cologne (incum- 
bent, Ludwig Beutin), one of economics and economic history at the 
University of Munich (incumbent, Friedrich Liitge), and several newly 
established ones: for economic history at the Free University in Berlin 
(incumbent, Bruno Schultz [b. 1894]), for sociology and economic 
history at the University of Hamburg (incumbent, Carl Jantke 
[b. 1908]), and one in Frank: urt (incumbent, Ernst Frankel [b. 1891]). 
To these one must add two at special schools of university standing, 
namely, one of “history, especially economic and social history” at the 
Hochschule fiir Wirtschafts- und Sozialwissenschaften at Niirnberg, 
which can roughly be compared with the London School of Economics 
(incumbent, Hermann Kellenbenz) ; and one at the Mannheim School 
of Business Administration (incumbent, Hektor Ammann). Finally, 
Hans Haussherr of the East German University of Halle appears 
under the label of professor of economic and social history. But as we 
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shall see, more German historians are, both as teachers and researchers, 
interested in the area than those officially charged with teaching these 
fields and thus appearing as specialists therein. By the way, some of 
you devoted to teaching and research in business history will have 
missed any mention of this field in the titles given to pertinent profes- 
sorships. This is because that field is all but nonexistent in the cur- 
riculums of German schools of business administration. 

For our purposes we can distinguish three generations of German 
economic and social historians, with the term “generation” being used 
here rather loosely and not in the strict sense of “groups of coevals.” 
The oldest generation then comprises the men born before 1895 who 
carried the load before World War II and perhaps still did so in the 
first years after the German collapse; the second generation consists of 
those born between about 1896 and 1920 who flourish today and now 
determine the character both of the scholarly output and the teaching; 
while the third generation is that of promising young men, men to 
come who have not yet advanced farther than lectureships (Privat- 
docenturen), perhaps not even that far. 

Comparatively few of the old wheel horses, if you please, have died. 
Carl Brinkmann (b. 1885) died in 1956 and Hans Proesler (b. 1888) in 
1957. Brinkmann, professor in Tubingen, can be considered an eco- 
nomic and social historian, since he preferred such topics as agriculture, 
economic liberalism and imperialism, with a special interest in English 
conditions, Prussian economic policy and Friedrich List, and finally 
genuinely sociological subjects.” Proesler, who has been praised for the 
broadness of his approach to scientific questions and his urge to over- 
come narrow specialization, was professor of economic history and 
sociology at the above-mentioned Nurnberg school. He was a social 
historian rather than an economic historian, although at one point of 
his career he coedited a set of medieval account books.* 

The oldest survivor of the oldest generation is Bruno Kuske, the 
predecessor of Beutin at the University of Cologne. Born in 1876, he 


2 Die bewegenden Krafte der deutschen Volksgeschichte . . . (Berlin, 1922); Die Preussische 
Handelspolitik vor dem Zollverein . . . (Berlin, 1922); Soztogische Theorie der Revolution 
(Gottingen, 1948); Friedrich List (Berlin, 1949); Wirtschaftsformen und Lebensformen 
(Tibingen, 1950). 

3 Epochen der deutschen Gesellschaftsentwicklung (Nirnberg, 1927); Die Wirtschaftsge- 
schichte in Deutschland, ihre Entwicklung und thre Probleme (Nurnberg, 1928); Hauptprobleme 
‘der Sozialgeschichte (Erlangen, 1951); Das gesamtdeutsche Handwerk im Spiegel der Reichs- 
gesetzgebung von 1530-1806 (Berlin, 1954); Das Handelsbuch der Holzschuher in Nurnberg 
von 1304-1307, eds. Anton Chroust and Hans Proesler [ Veréffentlichungen der Gesellschaft fiir 
Frankische Geschichte, Series X, No. 1] (Erlangen, 1934). 
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stood beside the cradle of German business history, and his books in- 
clude some in the field of economic history and some of a business- 
historical character. Among the former are those on the history of 
Cologne commerce and the economic development of Westphalia. 
Among the latter are the history of a Rhenish chocolate factory and 
histories of chambers of commerce, these being of recent vintage.‘ 
About ten years younger than Kuske is Hermann Aubin (b. 1885), 
a great academic teacher and organizer, who became professor at 
Hamburg after having fled from Breslau at the end of the war. He 
took a very active part in the rebuilding of the German universities 
after the Nazi era. He still edits the German professional journal in our 
field, the internationally known Vierteljahrsschrift fiir Sozial- und 
Wirtschaftsgeschichte. Aubin’s lifework pivoted around the idea that 
local and regional history mirror national and world history, an idea 
that gives the former studies greater dignity and genuine importance. 
Theodor Mayer (b. 1883) belongs to the same age group. He wrote on 
economic history but subordinated his interest in this field to that in 
medieval and constitutional history.” 

Then there is Walter Dabritz (b. 1881), who taught at the University 
of Cologne and was the first German scholar to specialize in the 
writing of firm histories and to attain academic status on that account. 
His lifework can be compared with that of Harold Williamson and 
Ralph Hidy in this country. He was the director of the Rheinisch- 
Westfalische Institut fiir Wirtschaftsforschung in Essen.’ Heinrich 
Bechtel (b. 1889) also belongs to the old generation. We shall meet him 
in another context. 

Here, however, a few words must be said about two men. One is 
Wilhelm Brepohl (b. 1893), who has worked on industrial settlements 
and industrial workers and who is at present teaching the social 
history of recent times at the University of Munster, at the same time 
heading its research center on the population of the Ruhr area, the 


4100 Jahre Stollwerck-Geschichte 1839-1939 (Leipzig, 1939); 150 Jahre Kolner Handels- 
kammer (K6éln, 1947); Hundert Jahre Industrie und Handelskammer fiir das stiddstliche West- 
falen zu Arensberg (Arensberg, 1951). Of Kuske’s works outside of business history I may 
mention: Die Grossstadt Kéln (Koln, 1928); Kéln, der Rhein und das Reich . . . Graz, 1956). 

5 Der auswartige Handel des Herzogtums Oesterreich im Mittelalter (Innsbruck, 1909); 
Deutsche Wirtschaftsgeschichte des Mittelalters (Leipzig, 1928); Deutsche Wirtschaftsgeschichte 
der Neuzeit (Leipzig, 1928). 

6 His histories deal with the Essener Creditanstalt; the Discontogesellschaft; the Metallgesell- 
schaft, Frankfurt; the Bochumer Verein fiir Bergbau und Gussstahlfabrikation; the Hanomag; 
the Th. Goldschmidt A.G.; Matthes & Weber, A.G.; Schméle Metallwerke. That is to say, he 
wrote histories of banking, mercantile, and industrial enterprises. 
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(Forschungsstelle fiir das Volkstum im Ruhrgebiet, now [merged with | 
the Sozialforschungstelle an der Universitat Miinster in Dortmund).’ 
The other is Hektor Ammann (b. 1894), who is especially interested in 
some lines of medieval trade and textile industry and, as a former 
archivist, possesses an exceptional familiarity with archival material 
in our area of research. 

The now-flourishing generation and a few of the younger men are 
bound to appear when we use our second approach.* 


I] 


When we now turn our attention from the exponents of German 
economic and social history to their work, we notice a preference for 
certain topics. 

First, we find a larger number of synthetic treatments. These had 
been absent previous to the middle of the 1920's, when Carl Brink- 
mann published a general economic and social history, a second edition 
of which appeared in 1953. He was followed by Heinrich Bechtel, pro- 
fessor at the Institute of Technology at Munich, who between 1941 and 
1956 published three volumes of a German economic history. In 1952 
Friedrich Lutge (b. 1901) joined the procession; and so in 1954 did 
Hans Haussherr (b. 1898), the previously mentioned historian at 
Halle.” It is noteworthy that these four books, written for purposes of 
introducing the subject to students, are nevertheless rather different in 
their approaches. As to Bechtel, I may add that in an earlier book he 
had made the attempt of applying the concept of style in economic 


7 Der Aufbau des Ruhrvolkes im Zuge der Ost-West-Wanderung (Recklinghausen, 1948); 
Industrievolk im Wandel von der agraren zur industriellen Daseinsform, dargestellt am Ruhr- 
gebiet (Tubingen, 1957). 

8 As examples of works of younger men, not cited later, I may mention Eric Amburger, Die 
Familie Marselis, Studien zur russischen Wirtschaftsgeschichte |Giessener Abhandlungen zur 
Agrar- und Wirtschaftsforschung des europaischen Ostens, No. 4] (Giessen, 1957); J. T. van 
Klaveren, The Dutch Colonial System in the East Indies (The Hague, 1953). 

8a81n that decade there appeared also surveys of general economic history by Hapke, Kulischer, 
and Sieveking, while Koétzschke had earlier published an outline of German economic history. 

% Carl Brinkmann, Wirtschafts- und Sozialgeschichte (Munich, 1927; 2d ed., Gottingen, 1953); 
Friedrich Bechtel, Wirtschaftsgeschichte Deutschlands, 1 (Frankfurt, 1941), I] (Munich, 1951), 
III (Miinchen, 1956); Friedrich Litge, Deutsche Soztal- und Wirtschaftsgeschichte (Berlin, 1952); 
Hans Haussherr, Wartschaftsgeschichte der Neuzeit vom Ende des 14. bis zur Hohe des 19. 
Jahrhunderts (Weimar, 1954). It is significant that the series Handbuch der Wirtschafts- 
geschichte, ed. Georg Brodnitz, which contains elaborate economic histories of England, France, 
Holland, Denmark, and Italy (in one or several volumes each), began to appear in 1918. 
It was discontinued in the 1930's, obviously because of Nazi action. 
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history, an attempt which I applaud wholeheartedly, although in his 
case I am not satisfied with the result.”° 

Akin to broad syntheses are a few more limited attempts that have 
been made on a regional and research level. Of the oldest generation, 
Bruno Kuske wrote an economic history of Westphalia;"* and of the 
youngest, Wolfgang Zorn has completed one of Bavarian Suebia that 
has not yet appeared. At this point I must add that the exponents of 
Hanseatic history are strongly interested in its economic aspect. I may 
mention Ahasver von Brandt (Libeck), Paul Johansen (Hamburg), 
and Wilhelm Koppe (Kiel). Representative of their approach are the 
Hansische Geschichtsblatter and the Gedachtnisschrift fiir Fritz Rorig, 
edited by von Brandt under the title Stadtewesen und Biirgertum als 
geschichtliche Krafte (Liibeck, 1953). 

A second topic close to the hearts of German economic historians is 
agricultural history. Friedrich Liitge has been working in this field in 
co-operation with the West German Department of Agriculture, so 
that his seminar has taken on a rather elaborate organization. More- 
over, Wilhem Abel (b. 1904), who recently moved from the University 
of Gottingen to that of Marburg, is a specialist in this field. He is the 
editor of a series of pertinent monographs,” No. 1 of which is the 
second edition of his book on Wistungen, that is, abandoned agricul- 
tural settlements that played a role in European history as a result of 
wars and plagues.”® 

A third area in which German economic historians are lately taking 
a great interest is that of business and entrepreneurial history. Their 
early achievements in this field do not have to be sketched here, all 
the less so since several years ago I published an essay in English on this 
subject. A translation of this into German will appear this year in 
what amounts to a second and improved edition. Moreover, I have 
mentioned the two surviving early exponents of this kind of research, 
Kuske and Dabritz. There is a new periodical in this field: Tradition, 
Zeitschrift fir Firmengeschichte und Unternehmerbiographie, backed 
by an organization of the German industry, the Deutsche Indus- 





10 Wirtschaftstil des deutschen Spatmittelalters . . . (Munich, 1930). 

11 Wirtschaftsgeschichte Westfalens, (2d ed.; Minster, 1949). 

12 “Quellen und Forschungen zur Agrageschichte.” Abel and Liitge are also on the editorial 
board of the Zeitschrift fiir Agrargeschichte und Agrarsoziologie, of which six volumes have 
appeared so far. 

13 Die Wtstungen im ausgehenden Mittelalter (2nd ed.; Stuttgart, 1955). A student of Abel 
is Ingomar Bog, who wrote Die bauerliche Welt im Zeitalter des Dreissigjahrigen Krieges in 
Coburg (Coburg, 1952); and Dorfgemeinde, Fretheit und Unfreiheit in Franken (Stuttgart, 
1956). 
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trieinstitut in Cologne. Its first issue appeared in the fall of 1956. 
_ Through assuming the editorship of this new periodical, Wilhelm 
Treue (b. 1909), professor at the University of Gottingen and the 
Institute of Technology at Hanover, has taken the organizational 
leadership. As indicated by some of his papers, he has devoted a good 
deal of thought to this type of research, although his main writings 
cover a much wider field, that of general cultural history.’* Tradition, 
which was founded with a view to American achievements in the 
area, is broader than the Business History Review; on the other hand, 
when compared with Explorations in Entrepreneurial History, it is 
less interested in emphasizing the social-science foundation of the field 
and lacks material from areas outside the Western world. It far excels 
both American competitors by the attractiveness of its make-up and 
layout. 

Among the coeditors of Tradition is Ernst Hieke, who heads the 
Wirschaftsgeschichtliche Forschungsstelle in Hamburg. The institute 
is not affliated with the University of Hamburg and specializes in 
issuing company histories that appear in a series entitled “Veroffent- 
lichungen der Wirtschaftsgeschichtlichen Forschungsstelle Hamburg.” 
Although the volumes of the series are of unequal value, the best of 
them, one of which was written by Hieke himself, are on the whole 
satisfactory achievements. Moreover, writing on business and entre- 
preneurial topics has become the concern of some leading German 
economic historians. Of the middle generation, Ludwig Beutin 
(b. 1903), who began with work on trade and maritime history at the 
University of Hamburg,’’ has devoted himself thereto. So, too, has 
Hermann Kellenbenz (b. 1913), whose extraordinary knowledge of 
languages enables him to tackle topics which no one else can try. His 
main work is a book on entrepreneurship in the Hamburg-Iberian 
trade in early modern times,’* that appeared in Hieke’s series, much 
to its credit. Recently he translated into English for the Kress Library 
at Harvard the sections in La Vega’s Confusion de Confusiones pertain- 
ing to business. He also wrote the introduction to the translation of 
that work, which is the oldest book on the stock exchange, dating as 
far back as 1688. Of the young generation, Wolfgang Zorn is active 


14 Kleine Kulturgeschichte des deutschen Alltags (Potsdam, 1942); Gummi in Deutschland 
(Munich, 1955); Kulturgeschichte der Schraube (Munich, 1955); Kunstraub . . . (Diisseldorf, 
1957). Treue also edits a series, “Quellensammlung zur Kulturgeschichte.” 

15 Bremen und Amerika (Bremen, 1953). 

16 Unternehmerkrafte im Hamburger Portugal- und Spanienhandel (Hamburg, 1954). 
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in this field, editing the entrepreneurial biographies for the new 
German biographical handbook that is appearing under the name of 
Neue deutsche Biographie and which will be fairly strong in this area. 
These three men—Beutin, Kellenbenz, and Zorn— have visited the 
Research Center in Entrepreneurial History and have remained in 
touch with it ever since. 

Because I consider business history a much broader field than did 
N. S. B. Gras, I also subsume under this head the histories of chambers 
of commerce, in German, Industrie- und Handelskammern. On the 
Continent they are semiofficial organizations of greater importance 
and status than in the United States. These organizations have recently 
attracted a good deal of attention as topics for historical treatment. 
Bruno Kuske and Ludwig Beutin have written outstanding pieces in 
the field.’ Incidentally, the Baker Library at Harvard University has 
what is thought to be a complete collection of postwar histories of 
German chambers of commerce. ; 

It appears to be characteristic of the trend that nonspecialists have 
supported the advance in the field under discussion. | might mention 
Clemens Bauer of the University of Freiburg (b. 1899) and his book 
Unternehmung und Unternehmungsformen im spaten Mittelalter und 
der friihen Neuzeit (Jena, 1936) which deals with enterprise and 
business organization in the Middle Ages and the early modern period. 
A great contribution has been made by Gotz Freiherr yon Polnitz 
(b. 1906), formerly professor at Erlangen, now at the Catholic seminary 
at Dillingen. He is the head of the Fugger Archive, and his historical 
interest pivots around the history of that family and its times. His main 
work is a history of Jakob Fugger, the founder of the famous mer- 
cantile house, a history which shows Fugger’s business activities 
against the background of the imperial policy and church struggles 
of his time. An equally elaborate history of Jakob’s nephew and 
successor, Anton Fugger, has just come from the press.’* Polnitz would 
certainly protest if he were called a business historian, and rightly so. 
Yet his work shows what a contribution can be made to this branch 
of historiography if a business-historical topic is tackled by a historian 
who, though not a specialist in the field, is an expert on the background 


17 Bruno Kuske’s books are mentioned in footnote 4; Ludwig Beutin, Geschichte der stid- 
westfalischen Industrie- und Handelskammer und ihrer Wirtschaftslandschaft (Hagen, 1956). 

18 Pélnitz’s books are: Fugger und Media... (Leipzig, 1942); Venedig (Munich, 1951); 
Fugger und Hanse (Tibingen, 1953); and his main work: Jakob Fugger, Kaiser, Kirche 
und Kapital in der oberdeutschen Renaissance (Tubingen, 1949). 
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of business achievements. Similarly, Anton Ernstberger, a lifelong 
student of the career of Wallenstein and formerly a professor at Prague, 
now at Erlangen, has contributed to business history by presenting most 
important material on Wallenstein’s banker, Hans de Witte. In his 
case, however, lack of familiarity with contemporary business led to a 
misinterpretation of the material."® 

Percy Ernst Schramm (b. 1894), who does not belong to the 
specialists in business and entrepreneurial history either, has neverthe- 
less made his contribution, but one for more recent times, the eighteenth 
and nineteenth centuries.”” Descendant of an old mercantile Hamburg 
family, he has devoted study to the history of Hamburg business, but 
is mainly interested in the history of Herrschaftssymbole (crown, 
scepter, and so forth). 

Fourthly and finally, there is a distinct trend in Germany toward 
social history; but here again general historians have made a con- 
siderable contribution. This fact is explicable, since social history is not 
only an area but also an approach, as Otto Brunner has pointed out, 
an approach which focuses attention on the structure of the formal 
and informal organizations with which the historian deals.** Accord- 
ingly, we can point to social historians as specialists, as was the late 
Hans Proesler or is W"helm Brepohl, both members of the older 
generation. Werner Conze (b. 1910), formerly at Munster and now 
at Heidelberg, who heads an institute for recent social history and is 
also interested in the history of agriculture,” Carl Jantke, and Heinz 
Gollwitzer represent, respectively, the leading and the coming genera- 
tions in this field. Gollwitzer’s social history is concerned with the very 
top of the social pyramid, the so-called Standesherren, a few once-ruling 
families who lost their power in and after the Napoleonic Wars but 
retained until 1918 a distinct status among the German high aristo- 
crats.~” In contrast, Jantke has written on the fourth estate.”* 

Larger than that of any other nonspecialist is the contribution to 
social history embodied in the writings of Otto Brunner (b. 1898), 


19 Hans de Witte: Finanzmann Wallensteins (Wiesbaden, 1954). 

20 Hamburg, Deutschland und die Welt (Miinchen, 1943; 2d ed., Hamburg, 1952); Kaufleute 
zu Haus und tiber See: Hamburger Zeugnisse des 17., 18. und 19. Jahrhunderts (Hamburg, 
1949). 

21 Neue Wege zur Sozialgeschichte: Vortrége und Aufsdtze (Gottingen, 1956), pp. 7-8. 

22 Agrarverfassung und Bevolkerung in Litauen und Weissrussland (Leipzig, 1940). 

23 Die Standesherren ... , ein Beitrag zur deutschen Sozialgeschichte (Stuttgart, 1957). 

24 Der vierte Stand: die gestaltenden Krafte der deutschen Arbeiterbewegung im 19. Jahr- 
hundert (Freiburg, 1955). 
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who a few years ago moved from Vienna to Hamburg to become 
Aubin’s successor.” Brunner is interested in exploring social conditions 
at a given point of time rather than in their change over time. One is 
sometimes reminded of the eighteenth-century historian Moser and of 
my teacher Otto Hintze of the University of Berlin. Brunner’s approach 
in this respect has also something in common with that of Thomas C. 
Cochran here. He is interested in peasants, burghers, and noblemen in 
bygone centuries and, moreover, in such institutions as the Grund- 
herrschaft. Within the limits of his approach, Brunner’s contribution 
is an extraordinary one. 

I would also consider as belonging to social history recent work on 
the crafts. Interest in this field was rejuvenated by Rudolf Stadelmann 
(b. 1902), an excellent general historian who died at a too-early age in 
1949.” He has found a successor, as far as that interest goes, in Wolfram 
Fischer, a member of the coming generation, who recently joined 
Brepohl’s previously mentioned institute.” Incidentally, the Bavarian 
Academy has just offered a prize for the best work on the urban and 
rural craftsmen of upper Germany from about 1550 through the Thirty 
Years’ War.*8 

Considering the above-mentioned Vierteljahrsschrift fiir Sozial- und 
Wirtschaftsgeschichte as representative of German economic and social 





history, we can also gauge the direction of the present interest of the 
guild by counting the topics of the papers published therein. To be sure, 
the picture thus gained differs from the one derived from the analysis 
of books published in the field. From the end of the war through 1956 
fifty-one papers were published in that periodical. Of these 


10 dealt with the history of trade; 
8 with the history of agriculture; 
with social history; 
with broad topics of different character; 
with the history of industry, mining, crafts; 
with public policy (including Regalia); 
with business and entrepreneurial history (but there is the above-mentioned 
special periodical in this field); 
3 with finance and taxation. 
25 Adliges Landleben und europaischer Geist: Leben und Werk Wolf Helmhards von Hohberg 
1612-1688 (Salzburg, 1949); Neue Wege der Sozialgeschichte. 
26 Die Bildungswelt des deutschen Handwerkers um 1800 (Berlin, 1955). 
27 Handwerksrecht und Handwerkswirtschaft um 1800: Studien zur Sozial- und Wirtschafts- 
verfassung vor der industriellen Revolution (Berlin, 1955); Quellen zur Geschichte des 
deutschen Handwerks, Selbstzeugnisse seit der Reformationszeit (Gottingen, 1957), a very 


attractive collection of source material of autobiographical character. 
28 Historische Zeitschrift, CLXXXV (1958), 240. 
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As one would expect from any European historical periodical, the 
emphasis is on earlier centuries and on the European area, while only 
a few papers deal with classical antiquity, the Byzantine Empire, and 
America. 

In concluding this survey of topics preferred by German economic 
historians, I must add that interest in historical statistics is only minor. 
The economist W. G. Hoffmann of the University of Miinster has 
devoted himself to this field, working out an index of British industrial 
output for two-and-a-half centuries. A translation of his 1940 book 
was recently published under the title The Structure of British Industry 
1700-1950 (Oxford, 1955), translated by W. H. Chaloner and W. O. 
Henderson of the University of Manchester. 


III 


The trend toward specialization in German economic and social his- 
tory, evidenced in the preceding section of this paper, is indicative of the 
evolution of a well-defined branch of historiography. To be sure, the 
move was facilitated by the fact that after World War I the historical 
school of economics was at the end of its rope. As time went on, 
historical economics even in Germany was replaced by theoretical 
model building making use of mathematical symbols. For better or 
worse, German economics fell in line with the international trend. 
Nothing could have saved historical economics along the Schmoller 
lines; but the abandonment of the historical foundation of economics 
to the extent that was done has, in my opinion, been a serious error, and 
I know that Schumpeter also took this point of view. Yet on the other 
hand, the withdrawal of the German economists from the borderland 
of economics and history enabled the historians to take over and to 
develop the field in their way. The ambiguity of the 1920's, of which 
Proesler spoke, no longer exists. But the development also implies 
specialization, even specialization within economic history. 

In view of this situation it would be desirable if the German guild 
had at least a rallying point. But it has neither an association of its own, 
for which, indeed, its membership is too small, nor even an informal 
organization. There is nothing like our Economic History Association, 
or our Committee on Research in Economic History, or the Research 
Center in Entrepreneurial History, that rallied informally a good many 
economic historians of a certain persuasion; nor is there anything like 
the French Centre de Recherches Historiques. Yet there are at least 
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two nuclei: the Arbeitskreis fiir moderne Sozialgeschichte and the 
Wirtschaftshistorische Ausschuss des Vereins fiir Sozialpolitik, headed 
by Conze and Liitge respectively. 

In view of increasing specialization let me ask the question: Is 
German economic and social history on the point of learning more and 
more about less and less, to use this telling phrase? I would answer this 
question in the negative. The topics that its leading exponents treat are 
undoubtedly significant. Criticism must be leveled in another direction. 
With few exceptions, contemporary German economic and _ social 
historians have come from historiography. In the above sample of 
twenty-nine German economic and social historians and general 
historians interested in these fields, a sample which is approximately 
complete, eighteen started from history (Ammann, Amburger, Aubin, 
Bauer, Beutin, Brunner, Conze, Gollwitzer, Haussherr, Hieke, Kellen- 
benz, Kuske, Mayer, Polnitz, Schramm, Stadelmann, Treue, Zorn); 
only eight came from economics (Abel, Bechtel, Brinkmann, Dabritz, 
Jantke, van Klaveren, Liitge, Schultz); while three came from the 
outside: Proesler from sociology, Frankel from political science, and 
Brepohl from journalism. There may, of course, be errors in this 
breakdown. 

The large role which historians play in modern German economic 
and social history explains that there are relatively few ties with the 
social sciences. Incidentally, it also explains the limited interest in 
historical statistics. German books and papers in our field are usually 
straight narratives, implying that the underlying questions are: What 
happened and when? Genuine problems that the recent developments 
in the social sciences, especially sociology and cultural anthropology 
but also statistics, pose for the economic and social historian are hardly 
seen, and I have found, in otherwise satisfactory papers, attempts at 
conceptualization that were just primitive. To be sure, there are also 
many cases in which the topics are well conceptualized, for example, 
in the writings of Brunner, Conze, Liitge, and Stadelmann. On the 
whole, however, German economic and social history is not sufh- 
ciently inspired and fertilized by the social sciences, and Ranke’s 
venerable methods are in danger of being made a fetish. To put 
it differently, German work in economic history is almost exclu- 
sively on the narrative and only rarely on the analytical level. It is 
significant, sincere, and reliable; but it is not broad nor does it lead 
into new ways. Leadership in the field, which Germany possessed by 
1900, is lost. Having praised highly the new business-historical periodi- 
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cal Tradition, | shall not be considered unfair, I trust, when criticizing 
it as typifying German limitations. It promises papers on company 
history and entrepreneurial biography. But it does not propose the so 
much more fruitful program of research on business enterprise and 
entrepreneurship, so as to pull together historical and_ social-science 
research in this important area, so as to become a first rallying point in 
a limited field. The unsolved problem of bridging the gap between 
history and the social sciences has not been brought closer to solution 
in Germany than anywhere else in the world, although Germany gave 
birth to the earliest pioneers working toward that end, Werner Sombart 
and Max Weber. 





IV 


May I be permitted to conclude my paper not by a summary of my 
own findings but by one just received from Germany. I had written 
to my friend Beutin in Cologne, telling him about my task and asking 
his advice. He was sufficiently interested in the project to arrange to 
have his seminar discuss “German Research in Economic History in 
the Postwar Period.” A summary of the discussions has been made 
available to me. 

The seminar reached the same conclusion as I did, namely, that the 
volume of high-class German research in our field is limited when 
compared with research in other areas, that the economists are reluctant 
to participate, and that whatever research is done is almost exclusively 
on the narrative level. The best of the researchers try to reach depth 
along the lines of Max Weber, Sombart, and Schumpeter; my personal 
observation, however, is that that goal is reached only rarely. Stress is 
laid, so the seminar found, on the role of the creative personality in 
economic life, that is, of the entrepreneur in Schumpeter’s sense. But at 
the same time the Germans are equally interested in what they call 
the morphological approach, making use of the style idea. The theoreti- 
cal and epistemological aspects of the tool have been worked out in 
several papers of the late Arthur Spiethoff, and at greater length by the 
economist Alfred Miuller-Armack in his book Genealogie der Wirt- 
schaftsstile.” We have no parallel to this kind of research here, yet 
American attempts to apply this fruitful concept would be desirable. 
Finally, there is in Germany a tendency to fit economic history into the 
history of general culture. 

29 Stuttgart, 1941; 3d ed., 1944. 
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As to German interest in the various periods, a topic that I myself 
have not treated, I received the following information: German 
economic historians, after some reluctance, are now taking cognizance 
of research on pre- and early medieval history. It is hoped that the 
former will answer the question: When and how did man become 
economic man, the latter term not being used here in the Smithian 
sense but in the sense of rationally, as opposed to instinctively, looking 
for the means of satisfying needs? Early medieval history, in turn, is 
expected to show why and how trade sprang up in the rural com- 
munities of northern Germany. That question is answered in 
H. Jankuhn’s book Haithabu, a third edition of which was published 
in Neumiunster in 1956. German medieval studies proper in our area 
devote attention to the origin of the city, to Wistungen, about which 
I have spoken, and to the beginnings of capitalism. Those in the early 
modern period pivot around problems of demography and entrepre- 
neurship. For the nineteenth century, social history and the history of 
Socialism are supposed to have attracted the majority of researchers. 

As you will realize, the pictures of the recent development of German 
economic history painted by the outsider and the insider, respectively, 
tally so well that they appear to provide a correct outlook. 





Fritz Repiicu, Harvard University 





Discussion 


DAVID S. LANDES: It is not easy to discuss three such disparate papers 
in the short time allotted to me. A detailed consideration of substantive points 
and critical opinions is out of the question. Under the circumstances, I shall 
confine myself to pulling together what seems to me to be the principal 
threads, using international comparisons whenever possible to clarify the 
issues. 

As an American economic historian, my first impression on reading these 
papers is one of embarrassment—embarrassment at our poor showing by 
comparison with European work in this field. With the possible exception of 
Germany, whose scholarship deteriorated drastically after 1933, the major 
nations of western Europe, with populations only a fraction of ours, have 
been turning out more and better studies in economic history than we. (I am 
perhaps more impressed than Fohlen with the quality of French research 
and writing.) 

A closer look, however, reveals nuances. The picture is not all black and 
white, but gray, with informative shades of difference, first, between Amer- 
ican scholarship and that of the European countries, and second, among the 
European countries themselves. 

The most obvious point of differentiation is the use made of economic 
theory in historical research, which in turn reflects in large measure the 
interest of economists in economic history. Here the United Kingdom sets 
’ itself apart from the Continental countries and stands on the whole alongside 
the United States and Canada. Economic history there has always recruited 
some of its leading practitioners from among the economists; the London 
School has played a major role in tying economic history to economics; and 
some of the most important work in the field continues to appear in such 
journals as Economica and The Manchester School. 

In France and Germany, particularly in France, the situation has been 
markedly different. In France the long isolation of economics in the faculties 
of Law has hurt both economics and those related disciplines that need it. 
To be sure, historians have, by their activity and interest, taken up much 
of the slack. Perhaps a third of the doctoral theses reviewed in the Revue 
historique over the past decade have been in the field of economic history, 
and even general historians in France are more aware than ours of the indis- 
pensability of a chapter or chapters on the economic aspects of a given sub- 
ject. The trouble lies not in lack of attention, but rather in the questions 
posed and manner of answer. Lacking any systematic theoretical orientation, 
French work in this field is at best a kind of inspired impressionism, at worst 
a kind of economic histoire événementielle—a narration of data. The scholar 
usually delimits his subject by the traditional measuring sticks of time and 
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place: industry in such and such a département (or province) from date 
A to date B; the trade of such and such a city under the ancien régime or 
the monarchie censitaire. There has been relatively little interest in the 
problem that has been the heart of economic history and is now enjoying a 
new popularity: economic growth. Moreover, even when the French eco- 
nomic historian does study a topic immediately related to economic theory— 
the business cycle, for example—he does it without theoretical guidance, rely- 
ing instead on such intuitional formulations as Labrousse’s distinction be- 
tween a wheat and textile economy on the one hand and a modern industrial 
economy on the other, a hypothesis that, however relevant to the economy 
of the eighteenth century (and I have had occasion to express important 
reservations on this score), is even more hazardous when applied to the 
nineteenth. 

Admittedly, the distribution of work in French economic history is not 
so one-sided as the above discussion or, indeed, Fohlen’s paper would imply. 
Witness the work of such groups as the Institut de Science Economique 
Appliquée on national income; or of the Fourastié team at the Ecole 
Pratique des Hautes-Etudes on technological advance and_ productivity.” 
Nevertheless, it is no coincidence that these people are cut off from the main 
corpus of French economic historiography; or that Fohlen omitted to men- 
tion them. Most French scholars would not consider this economic history.’ 

In Germany the situation is, if anything, less favorable, in spite of an old 
tradition of institutional economics. When one considers the volume of work 
produced by men such as Schmoller and Biicher and their students, or the 
eminence of such men as Weber and Sombart, both of them strongly in- 
clined to theoretical conceptualizing, one would expect more of a tie between 
economics and history. Ironically enough, the explanation of the cleavage 





1 Under the direction of Francois Perroux, the Institut de Science Economique Appliquée 
(35, boulevard des Capucines, Paris II®) has published a journal, Economie appliquée (Vol. I, 
1948), several series of mimeographed cahiers, and a number of special monographs. The 
material of most interest to the historian has appeared in the series on national income, Série D, 
especially No. 7 (La croissance du revenu national francais depuis 1780 [1952]) and No. 8 
(Matériaux pour une analyse de la croissance économique [1955]). Cf. F. Perroux, ‘Prise de 
vues sur la croissance de l'économie francaise, 1780-1950,” in Simon Kuznets, ed., Income and 
Wealth, Series V (London: Bowes and Bowes, 1955), pp. 41-78. 

2 Cf. Jean Fourastié, et al., Prix de vente et prix de revient: recherches sur l’évolution des 
prix en période de progres technique (7° série) (Paris: Editions Montchrestien, n.d.). This and 
the other publications in the series have been prepared in collaboration with the Centre d'Etudes 
et de Mesures de la Productivité. 

3 The sad thing is that French economists are not sure whether it is economics. Their main 
concern has been the description of contemporary institutions—banking structure, industrial 
organization, etc. They have never had much stomach for traditional economic history: witness 
the vain efforts of Sayous to publish an article on late medieval commercial practice in the 
Revue d'économie politique. And they are not particularly hospitable to work of a newer type. 
The Revue économique was founded in 1950 to bridge the gap between economics and the 
other social sciences, but it has done little along that line and has become essentially a vehicle 
for those economists who are not at home with the old school. 
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may lie precisely in the character and success of the school of institutional 
economics on the one hand, and of sociological economic history (if I may 
apply this term to the work of Weber, Sombart, and others) on the other 
hand. 

The first group proposed itself as a substitute for, or improvement on, the 
theoretical tradition of German economics; hence conflict instead of collabo- 
ration, competition rather than reciprocal contribution. Their work bogged 
down in a histoire historisante of economic change—narrative uninformed 
by theory—or offered a home-made economic analysis of historical change. 
In the process the traditional concern with the central problem of growth 
and development was progressively abandoned—one can follow the transi- 
tion in the work of Schmoller himself. As Herbert Kisch, an economic his- 
torian from the University of Washington put it to me, the best German 
economic history was done before 1870. He was thinking of men such as 
Giilich, Engel, Dieterici, and Viebahn. The statement is perhaps exaggerated, 
but contains a large core of truth. 

The second group, the sociological economic historians, bogged down for 
another reason—controversy. They poured their energies into debates over 
hypotheses instead of testing them by empirical research. Weber and Sombart 
(who is really not on the same level as his rival) had only epigoni. 

The result has been a secular depression in economic history. Like the 
“Dark Ages” of textbook fame, the last forty years of German research have 
not been devoid of accomplishment; one thinks of Abel, Kellenbenz, Kurt 
Hinze—among others.* And to the newer men mentioned by Redlich I 
would add the names of Mertes,® Barkhausen,® and Helmuth Croon.? But 
stellar figures are few and major contributions scattered. The student of 
German economic history of the nineteenth century must look for almost all 
his material in books published before 1914. 

A second major point of differentiation is the use of sociological analysis 
and concepts to illuminate human behavior. Here Britain diverges sharply 
from the United States. There is little sociology taught, except at the London 
School, and even there, I am told, it rates low in the hierarchy of intellectual 
prestige. At Cambridge they tried sociology for three years and finally 





4 Die Arbeiterfrage zu Beginn des modernen Kapitalismus in Brandenburg-Preussen (Berlin: 
Verein fiir die Geschichte der Mark Brandenburg, 1927). 

5 P. H. Mertes, editor of a bibliography of histories of Westphalian firms (Die Wirtschaft West- 
falens und des Ruhrgebiets in Firmen-Festschriften [Dortmund: Westfalisches Wirtschaftsarchiv, 
1952]), is currently working on a history of joint-stock enterprise in this area. 

6 See his important article, “Staatliche Wirtschaftslenkung und freies Unternehmertum im 
westdeutsclien und im nord- und siidniederlandischen Raum bei der Entstehung der neuzcitlichen 
Industrie im 18. Jahrhundert,” Vierteljahrschrift fur Sozial- und Wirtschaftsgeschichte, XLV 
(1958), 168-241. 

7 “Die Einwirkungen der Industrialisierung auf die gesellschaftliche Schichtung der Bevélker- 
ung im rheinisch-westfalischen Industriegebiet,” Rheinische Vierteljahrsblatter, XX (1955), 
301-16. 
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decided to table the subject—to the evident delight of those traditionalists 
who look upon it as a pretentious but empty discipline. 

As a result, British economic history has. done relatively little with the 
human side of economic behavior and performance: for example, the effect 
of values and attitudes on levels of aspiration and entrepreneurship; patterns 
of consumption and investment; the responsiveness of labor to pecuniary 
reward. Nothing illustrates the point better perhaps than the impressive 
body of research into population change so ably summarized by Habakkuk. 
The statistical sophistication of the latest work is remarkable—to the point 
where we are no longer certain whether birth and death rates rose or fell 
in the eighteenth century. (I say this with no intent to deride the importance 
of such a result; it is just as important to know what we cannot say as what 
we can.) The economic awareness of the work is equally impressive; one 
has only to compare it with such a volume as Charles Pouthas’ history of 
the French population in the first half of the nineteenth century to realize 
how much more closely and successfully British historians relate demo- 
graphic change to economic development.® All of which only makes the 
sociological weakness of these studies the more striking. Allowing for excep- 
tions such as Marshall and Glass, British researchers have tended to slight 
the analysis of the social determinants of birth rates, nuptiality, and the 
other components of population change. They have placed most of their 
emphasis on material considerations—Malthusian checks and their shifting 
incidence—and to such proximate relations as the immediate influence of 
the birth or death rate on population. And they have perhaps been too 
quick to assume away the significance of nonmaterial factors: witness 
Habakkuk’s statement that “within any given social group marriage habits 
might be expected to be stable”; or the neglect of socially determined changes 
in fertility as a possible factor in population growth. This is not to argue a 
priori that such considerations were as, or more, important than any others. 
We just don’t know. The point is simply that there has been relatively little 
effort to study them. 

Interestingly enough, French and German scholars of an earlier genera- 
tion gave much thought to this side of the problem. They came to it because 
the nature of their subject was different: they were concerned with the im- 
minent decline of French population in the late nineteenth and twentieth 
centuries. They were thus confronted not with rising numbers in a period 
when both material and nonmaterial considerations combined to promote 
increase, confusing the while by their very interaction the nature of the 
causal relationship, but with falling numbers in a period when the material 





8 Charles H. Pouthas, La population frangaise pendant la premiere moitié du XIX® siécle 
(Paris: Presses Universitaires, 1956). To be sure, Pouthas rightfully conceives his task as one 
of establishing and organizing the data, leaving the evaluation of their meaning for later. But he 
is disconcertingly successful in isolating the demographic current from the streams around it, 
and one cannot but wonder whether the book is not seriously the weaker for it. 
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determinants favored continued increase. As a result, they laid much stress 
on the influence on fertility of French social structure and values. Shifts in 
the French birth rate since World War II have tended to confirm both the 
importance of these considerations and their potentiality for fluctuation. 

Admittedly, the current generation of French and German economic his- 
torians is as weak sociologically as the British. The situation is in some ways 
less serious, however. Though, like the British, they are untrained in formal 
sociology, they are less apt to throw sociological considerations out of court 
without a trial. Many, if not most, of the British scholars seem to dislike 
social variables. They like “harder,” more quantifiable data. A large number 
of French and German scholars, on the other hand, would like to broaden 
their scope and exploit sociological and psychological concepts and tech- 
niques. In France particularly the tradition of the Revue de Synthése, relayed 
by the Bloch-Febvre school of the Annales, has been a powerful force for an 
interdisciplinary approach to history—in the face of considerable opposition 
from the old guard.® Much of this work is impressionistic and intuitive. But 
it is technically imaginative and open-minded. 

There is one more key point of difference: the use of the comparative 
approach. One finds little of this in any of these countries. The reason lies in 
the character of European historical training and the standards of mono- 
graphic research. On the one hand, instruction in history is intensely na- 
tional. Scope and understanding are sacrificed to a detailed knowledge of 
one’s country’s past; the professor of Revolutionary history at the Sorbonne 
may give an entire year to the Thermidorian reaction. On the other hand, 
original research is expected to produce an erudite, almost definitive product. 
Once again the extreme is found in France, where a young scholar will often 
give a decade or more to his doctorat-es-lettres.'° There has been, fortunately, 
a trend of late away from this narrow conception of research; one thinks of 
Habakkuk’s own work, Fohlen’s edition of Ashton’s Industrial Revolution, 
Labrousse’s lectures at the Sorbonne on the history of social movements in 
nineteenth-century England and France. A few swallows do not make a 
spring, but they may announce its coming. 

Here, of course, lies the great advantage of the American scholar. Thanks 
to a historical tradition that lays as much stress on world history as on 
American, thanks to the strong interest of economics departments in the 
economic systems of other areas, he comes to economic history with some- 
thing akin to training in comparative analysis. It is not quite that; and the 





See also the work of the Institut National d'Etudes Démographiques, especially that of 
Louis Chevalier, whose special interest is the population of Paris—its sources, growth, social 
structure and attitudes, occupational composition, ecological distribution, etc. The Institut (23, 
avenue Franklin-Roosevelt, Paris VIII®) has published the periodical Population (Vol. I, 1946), 
some twenty-five printed monographs (as of 1956), and a number of special volumes. 

10 The example that always comes to my mind is that of Georges Lefebvre, who published 
his Paysans du Nord pendant la Révolution francaise in 1924, at the age of fifty. 
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American historian only too often abandons his equipment for the easier 
path of noncomparative research. But he has the potential, and what is more, 
this is where his opportunity lies. Other things equal, he cannot possibly 
compete with the diligent European scholar in knowledge of local archives; 
documentary erudition is not his forte. But if he cannot know so many of 
the trees, he is peculiarly equipped to see and know the forest. He would be 
foolish—worse, irrational—not to make the most of his chance. 





Ocean Freight Rates and Economic 
Development 1750-1913 


EVOLUTIONARY developments in transport have been an es- 

sential feature of the rapid growth of the western world of the 
past two centuries. Reduction in the cost of carriage has enabled spe- 
cialization and division of labor on a national and international basis 
to replace the relatively self-sufficient economies that predominated 
in the western world two centuries ago. The striking role of the railroad 
in the nineteenth century is well known. However, it was water trans- 
port in which the bulk shipment of commodities began, and it was the 
development of ocean shipping that was an integral aspect of the 
growing economic interdependence of the western world, the opening 
up of the undeveloped continents, and the promotion of the settlement 
of the “empty lands.” The declining cost of ocean transportation was 
a process of widening the resource base of the western world. The agri- 
culture of new countries was stimulated (and that of old countries at 
least temporarily depressed), the specter of famine as a result of crop 
failure reduced, and the raw materials were provided for industrializa- 
tion. In short, the radical decline in ocean freight rates was an important 
part of the redirection of the resources of the western world in the 
course of the vast development of the past two centuries. 

This paper is in effect a progress report on a study I initiated two 
years ago at the National Bureau of Economic Research on the costs 
of ocean transportation between 1750 and 1913. The initial statistical 
objective was to gather annual data on every major bulk commodity 
on every major trade route in the world over this period. Needless to 
say, this immodest objective was confronted with limitations of avail- 
able data; yet I think it can be said with some confidence now that a 
fairly comprehensive picture of the costs of ocean transportation over 
this period will result. Most of the data have now been gathered and 
we now know where we can obtain the rates to fill in the gaps that 
remain. The data are, as yet, far from completely organized and 
analyzed, but the conclusions that have emerged already will, I believe, 
be of interest to you. What I propose to do in this paper is summarize 
and illustrate a few of these conclusions and go on to explore briefly 
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the implications of the movement of ocean freight rates for the eco- 
nomic development of the western world during this period.’ Of 
necessity this latter section can only suggest lines of inquiry that should 
be pursued. 


II 


While thousands of commodities composed the cargoes of ocean 
shipping during any year of the century and a half covered by this 
study, the ocean-carrying trade has been dominated by a small number 
of bulk commodities that have required most of the shipping space and 
resulted in most of the shipping earnings. There is no necessary rela- 
tionship between the value of a commodity in world oceanic trade as 
a percentage of the total value of world trade and the shipping earnings 
on that commodity as a percentage of total world shipping earnings. 
Historically, commodities such as textiles that have been an appreciable 
percentage of the value of world trade have earned only a negligible 
share of world ocean freight. On the other hand, a bulk commodity 
such as wheat has continued to be a very important part of the ocean- 
carrying trade even though its value may have been considerably less 
than that of textiles in ocean trade. In so far as economic development 
is concerned, these bulk commodities have been basic foodstuffs and 
raw materials in which the ocean transportation cost has been a sig- 
nificant percentage of the C.I.F. price and therefore an obstacle to 
international specialization of these commodities. In some cases, such 
as the timber trade, the freight factor” has actually been in excess of 
50 per cent of the delivered price, while in other more valuable bulk 
commodities, such as wheat, it has been much less, but still a significant 
percentage in so far as the relocation of economic activity is concerned. 

Although the basic determinants of a freight rate have been the bulk 
of the commodity and the distance, other important considerations, 
such as elements of monopoly or collusion, navigation laws, the rela- 
tionship between inward and outward cargoes on a route, and so forth, 
have at one time or another affected rates during the period of this 

1] shall gloss over here many of the technical problems involved in this study, such as the 
determination of an “annual rate,” problems of weighting in the development of indexes of 
rates on trade routes, differences between liner and tramp rates, time charter and voyage charter, 
OA freight factor measuring the ocean transportation cost in the C.I.F. price of a commodity 
is calculated as follows: 


freight 


wih C.LF. value 


XX 100 
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study. A general characteristic of the ocean trade throughout the entire 
period is that bulk raw materials shipped to England and Europe have 
made up most of the freight earnings, while outward cargoes of finished 
goods have seldom filled the holds and even covered the operating 
costs of that part of the voyage. This pattern is modified by the out- 
ward immigrant trade in the North Atlantic (and to a lesser extent 
elsewhere) which began after the end of the Napoleonic Wars * and 
by the growth of the coal trade in the last half of the nineteenth cen- 
tury. 

The significant bulk items have not remained constant but have 
changed, reflecting the changing character of demand with increasing 
income and industrialization. The timber trade was the first important 
bulk trade of England and was far and away the most important em- 
ployer of shipping space and freight earnings at the opening date of 
this study. The depletion of English forests and the continued expanded 
needs for timber for construction and shipbuilding made it a vital 
trade at an early period. West Indies sugar became another trade of 
importance and after the end of the Napoleonic era the cotton trade 
grew at a rate that made it the first item of bulk shipping in the North 
Atlantic. The wheat trade was always of some importance, but the 
variety of restrictions upon its importation throughout Europe, to- 
gether with the provisions of the Corn Laws in England, made it only 
sporadically significant until well into the nineteenth century. Hemp, 
tallow, flax, wool, rice, tobacco, ashes, naval stores, indigo, flour, wine, 
and saltpeter were of lesser importance but still significant bulk items 
in the early years. Later in the nineteenth century industrial raw mate- 
rials, products of iron and steel, and coal assumed increasing impor- 
tance and of course in the last several decades of this study petroleum 
is of increasing significance. 

Despite some notable exceptions,‘ the ocean freight market was 
competitive and both short-run adjustments and the long-run secular 
decline in the nineteenth century reflected the operation of an imper- 
sonal market. The evolving structure of this market will receive de- 


3 The immigrant trade, in consequence, was an important influence in the decline of timber 
and cotton rates during this period. 

The most striking exception in the early period of this study was the East India Company. 
Its exclusive monopoly grant from the Crown was only gradually loosened at the end of the 
eighteenth century and again in order to obtain renewal of its charter in 1813. 

The establishment of conference agreements on liners in the latter part of the nineteenth 
century was sporadically successful at preventing price competition. The Calcutta Conference of 
1875 was perhaps the first successful rate agreement. 
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tailed attention in a subsequent paper, but some aspects of this market 
are of relevance to the focus of this paper. 

The demand for shipping services is derived from the demand for 
bulky goods in international trade. An increase in the value of goods 
in international trade may not represent any significant shift in the 
demand for shipping space, but a change in the composition of goods 
toward more bulky goods will, of course, significantly shift the demand 
schedule to the right. The growth of the coal trade in the last half of 
the nineteenth century is, of course, a spectacular illustration. However, 
the increasing rate of growth of bulky goods in international trade in 
the nineteenth century was not confined to coal.” A shift to longer 
hauls likewise represents a shift to the right in the demand for shipping 
and was also a characteristic of this period. 

The short-run supply curve of shipping approximates the schedule 
illustrated by Koopmans for tankers. That is, as long as there is under- 
employment of shipping the schedule rises gradually, but with full 
employment there is little elasticity of supply and the schedule rises 
very steeply, the only factor preventing a completely inelastic curve 
being change in the rate of utilization. The difference between Koop- 
mans’ model and that for the early years of the study indicates a 
greater range of underutilization possible than in the case of the tanker 
fleet and therefore the curve rising somewhat more gradually under 
conditions of full employment.‘ However, lack of rapid communica- 
tion before the telegraph, navigation laws, and ship specialization * 
frequently made for separate markets in which the movements of rates 
might significantly diverge from those on other routes for fairly long 
periods. A general characteristic throughout this period as these im- 
perfections in the market were overcome was to widen the market, 
increase the alternative opportunities available to shipping, and result 
in more uniformity in the movement of rates among different routes. 
As one would expect, therefore, the price of shipping has fluctuated 
widely, particularly during periods of relatively full employment or 
as a result of abnormal conditions, such as war, causing shifts in the 

5 See John Glover, “‘Tonnage Statistics of the Decade 1860-70,” Journal of the Statistical 
Society of London, XXXV (1872), 220-21. 

6 T. Koopmans, Tanker Freight Rates and Tankship Building (Haarlem: De Erven F. Bohn 
N. V., 1939) ch. v. 

7 Ralf Davis points up similar conditions in the seventeenth century. See “Merchant Shipping 


in the Economy of the Late Seventeenth Century,” Economic History Review, 1X (Aug. 1956), 


59-73. 
8 Thus Baltic timber ships were unsuitable for the Canadian timber trade, East Indiamen for 
most other trades, etc. 
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supply or demand schedules. It has frequently occurred in cases where 
the demand for a bulk commodity was relatively elastic that prices and 
freight rates have moved in opposite directions. A decline in price 
(reflecting a shift to the right in supply) has resulted in a substantial 
increase in export volume and therefore a shift to the right in the 
demand for shipping and a higher freight rate.° 

The shape of the long-run supply curve of shipping has, of course, 
been related to the costs of ship construction ’® as well as other costs 
of offering shipping services. While downward shifts in the supply 
curve, reflecting innovations in shipping, have received the lion’s share 
of the credit for the decline in rates, the credit actually should be dis- 
tributed more widely. It reflected first, and perhaps most important, 
increased utilization of ships. The. reduction of time idle in port or in 
ballast resulted not only from the expansion in the volume of inter- 
national trade and improved port facilities, but particularly from the 
ending of navigation laws and other artificial impediments to multi- 
lateral shipping. Second, improved knowledge, particularly of winds 
and currents, significantly decreased the length of ocean voyages, and 
third, technological changes both in sail and steam were important 
throughout the nineteenth century. The result was to more than offset 
the implications of diminishing returns in the supply of ship timber 
during the first half of the nineteenth century and to permit a cen- 
tury-long fall in the costs of ocean transportation. The shift from sail 
to steam, therefore, was not the major determinant of the decline in 
ocean freight rates. This point is clearly substantiated by an examination 
of the movement of freight rates on different routes during the nine- 
teenth century in conjunction with the timing of the substitution of 
steam for sail on routes during this period. The general movement of 
freight rates is briefly summarized below and in each case I have illus- 
trated the movement with a representative sample from the voluminous 
materials at hand. 

First, from 1750 to 1815 freight rates underwent violent fluctuations 
as a result of recurrent war. During brief periods of peace (such as 
1783-1792) freights declined to low levels, but during most of the 





9 This was true, for example, of the cotton trade in 1838 and 1840. 

10 The relationship between freight rates and shipbuilding has been explored in several 
studies. See Koopmans, Tanker Freight Rates, Part III, for a discussion of the subject. 

11 Of course, with the use of iron ships, this problem was overcome. The problem of diminish- 
ing returns in the supply of ship timber before the Civil War is discussed in John G. B. 
Hutchins, The American Maritime Industries and Public Policy 1784-1914 (Cambridge: Har- 
vard University Press, 1941), ch. x. 
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years, and particularly from 1793 to 1815, freight rates were at very 
high levels. The English fleet during the French and Napoleonic Wars 
effectively reduced the supply of world shipping to such a degree as to 
leave the American merchant marine almost the sole source of supply. 
In consequence, freight rates, except for the brief interval of the Peace 
of Amiens, more than doubled and American shipping earnings * 
played a strategic role in the development of the American economy 
during this period. 

Second, from 1815 to the end of the first decade of the twentieth 
century freight rates declined. Actually this decline was interrupted 
after the middle of the century, so that there were really two periods 
of decline, 1815 to 1851 and 1870-1873 (various turning dates on 
different routes) to 1908-1909. In the first period of decline freight 
rates were particularly affected in outward cargoes (from Europe and 
the United Kingdom), on the Baltic and Mediterranean routes, and 
on the North Atlantic.”* In the latter period freight rates on the long 
hauls showed the greatest decline. 

Third, the decline in freight rates was substantially greater than the 
decline in prices over this century so that the freight cost in the de- 
livered price (the freight factor) was decreasing during this century. 
Moreover, the decline in long hauls was much greater than the decline 
in short hauls. In consequence, the obstacle posed by distance to inter- 
national specialization was declining although the behavior of prices 
and freight rates on different commodities and routes varied so greatly 
as to result in wide differences in behavior over the century. However, 
in the case of any internationally traded bulk commodity the narrow- 
ing of the difference between the freight cost on short hauls versus 
long hauls is the most striking feature. It is worth noting that the turn- 
ing points in the long-run movement of freight rates (1851 and 
1908-1909) are not the same as for prices (1848 and 1896). In conse- 
quence, the freight factor fell dramatically in the years 1848-1851 and 
1900-1908. (Wars raised rates between 1896 and 1900.) 

The decline in rates in the first period was little influenced by the 
steamship, except perhaps on short-haul routes such as the Baltic-to- 
United-Kingdom route (and even here the bulk of the decline predates 
the intensive use of steamships). Furthermore, the substantial decline 


12 See Douglass North, “The United States Balance of Payments, 1790-1860,” 24th Con- 
ference on Income and Wealth (forthcoming), for estimates of U.S. shipping earnings during 
this period. 

13 They also fell very substantially in the India—China trade but part of this fall may be 
ascribed to the end of the East India Company monopoly. 
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from 1873 to 1884 was one in which sailing ships still dominated the 
long hauls where the fall in rates was greatest."* Of course the steam- 
ship did indirectly influence the fall in rates on long hauls in this latter 
period through forcing more rapid technological change in sailing 
ships and through the development of coaling stations which gave sail- 
ing ships outward cargoes from England. With the development of 
the compound engine the supremacy of the steamship was only a matter 
of time and it, of course, exercised a decisive influence in the fall in 
rates during the last thirty years of this study. 

Fourth, in general it is clear that the most rapid decline in the freight 
rate on a commodity has occurred during the period of most rapid ex- 
pansion in the ocean trade of that commodity on that trade route. 
Indeed, with the opening up and development of a new trade on a 
given route, freight rates may decline even in the face of rising rates 
in general. Thus, after the imposition of prohibitive duties on Baltic 
timber in the early nineteenth century, and the consequent rapid de- 
velopment of the Canadian timber trade, rates fell rapidly even during 
the period of rising rates 1810-1815. The explanation for this general 
characteristic lies in the development of external economies in the 
newly developing area which greatly reduce port costs and turn- 
around time, the gradual reorganization of international shipping to 
most economically exploit this new route, and the gradual development 
of the volume of backhaul freight as the new region expands in popu- 
lation and income as a result of this new export commodity. 


Il 


How did the decline in ocean freight rates affect economic develop- 
ment? In order to answer such a question adequately, it would be neces- 
sary to examine the development of each commodity route, to explore 
the interaction between a decline in the freight rate and its affect upon 
the demand for the commodity (reflecting the shape of the demand 
schedule) and upon the supply (in effect the supply response to an 
increase in the F.O.B. price). Moreover, the way in which freight rates 
fell differed between routes, depending upon the development of a 
backhaul, the growth of trade in other commodities on the route, and 
a variety of institutional considerations. All that can be done here is 


14 See G. S. Graham, “The Ascendancy of the Sailing Ships 1850-85," Economic History 
Review, IX (Aug. 1956), 74-88. 





544 Douglass North 





briefly and baldly to set forth a few generalizations that emerge, but- 
tressed by an illustration or two. It is worthwhile to examine separately 
its influence (1) upon the developing countries of Western Europe 
and the United Kingdom and (2) in the opening up of “new” regions 
in the world and in their subsequent expansion. 

Western Europe and the United Kingdom were the recipients of 
foodstuff and industrial raw materials, the bulk commodities of world 
shipping. In consequence, they were fundamental beneficiaries of the 
cheapening transport costs of the nineteenth century.’” The effect was, 
of course, to have a favorable secular influence upon the terms of 
trade. For countries such as the United Kingdom, which measured 
their imports C.I.F. and therefore have had their terms of trade meas- 
ured inclusive of freight, this aspect of movement of the terms of trade 
has frequently been neglected."* However, since the average freight 
factor was a significant percentage of total import values,”* it has been 
an element of considerable significance in movements of the terms of 
trade. For example, during the first period of decline, rates to the 
United Kingdom on cotton from New Orleans fell from 4 cents a 
pound in 1818 to .74 cents a pound in 1850, Canadian timber (from 
Quebec) from £5 a load in 1814 to £1.75 a load in 1852, Baltic 
(Danzig) wheat from 8.5 shillings per quarter in 1816 to 3.04 shillings 
per quarter in 1844. This was an era in which the net barter terms of 
trade of Britain (inclusive of freight on imports) were worsening, re- 
flecting a far greater decline in export than import prices.’* The effect 
of freight rates during this period was to mitigate this decline through 
its influence in cheapening the C.I.F. value of imports. 

During the era of declining freights after 1870-1873, the terms of 
trade of the United Kingdom improved (beginning in the early 1880's) 
and there can be little doubt that declining transportation costs, both 
land and water, were major contributing influences. Wheat rates from 
New York to Liverpool, which reached a high of over 21 cents a bushel 
(gold value) in 1873, were less than 3 cents a bushel in rgo1, Aus- 

15 They also derived some advantage from the decline in outward rates (particularly in the 
first period of falling rates), which tended to make it more difficult for new countries to develop 
some kinds of manufacturing. This point is amplified below. 

16 An exception is Charles P. Kindleberger, The Terms of Trade (New York: John Wiley & 
Sons, 1956), which attempts to take freight charges into account for the years after 1870. 

17 Also since freight rates did not always move with prices, movements of terms of trade 
frequently have stemmed from changes in freight rates. 


18 A. H. Imlah, “The Terms of Trade of the United Kingdom,” THE JouRNAL oF Economic 
History, X (Nov. 1950), 170-94. . 
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tralian wool rates halved between 1873 and 1896, and jute rates from 
India in 1905 were one quarter the rate of 1873.’° 

The influence of the cheapening in ocean transport upon European 
countries (and the United Kingdom) in the nineteenth century, there- 
fore, was to contribute to lower priced foodstuffs and therefore rising 
real wages, and to the lowering in the cost of industrial raw materials.” 
The effect was to redirect productive resources in Europe and the 
United Kingdom from food and raw materials to manufacturing pro-v 
duction during this century of declining rates. 

How did the decline in ocean freight rates influence the opening 
up and development of new areas? The persistent notion of location 
theorists of the gradual evolutionary pattern of regions from local self- 
sufficiency to widening markets of a regional, then national, and finally 
international level would suggest that the decline in ocean freight rates 
would play a critical role. One would envision settlers moving into a 
new area and remaining self-sufficient until internal transport condi- 
tions permitted a wider market and ultimately ocean freights declined 
to a degree that allowed international trade of the surplus left over 
from local needs. However, the historical pattern of development, of 
new lands during the last two centuries is not in accord with such a 
concept. New lands were opened up and settled (1) as they became 
accessible and (2) as they offered the promise of being able to produce 
commodities in demand in existing markets, whether national or inter- 
national. Under these actual circumstances, it was typically a combina- 
tion of forces which led to the opening up of a new region, including 
the progress of settlement, the movement of prices of commodities in 
national and international markets, internal transport costs, as well as 
ocean freight rates. Ocean freight rates alone were usually only deci- 
sive when the freight factor was very high, as in the case of timber.’ 
Many new ocean trades came into existence at very high rates of freight. 

19 The empirical findings of this research study, therefore, support the conclusion of Ellsworth 
(and others) that an improvement in the terms of trade of the United Kingdom (as a result 
of the decline in C.I.F. import values) did not imply a worsening of the position of primary 
producing countries. See P. T. Ellsworth, “The Terms of Trade Between Primary Producing and 
Industrial Countries,” Inter-American Economic Affairs (Summer 1956), pp. 47-65. 

20 How important was the freight rate decline in the over-all decline of C.F. prices from 
1815 to 1848 and 1873 to 1896? The data are not as yet organized to give an over-all answer. 
Clearly it was important, as the few illustrations cited above indicate, but a complete statistical 
judgment must await the completion of the processing of the data. 

21 However, even the shift in sources of supply of United Kingdom timber from Norway to 


the Baltic to British North America and back to the Baltic again reflected charges in duties as 
well as freight rates. 
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Thus in 1890, when the freight rate on grain to the United Kingdom 
from the Baltic (Riga) was less than a shilling per quarter, from the 
Black Sea (Odessa) less than 3 shillings, from the North Atlantic 
(New York) less than 2 shillings, it was approximately 5 shillings from 
South America (Parana), 7 shillings from Australia, and 9g shillings 
from the west coast of North America.” Yet all three of these new 
regions had become important parts of the world wheat trade. It was, 
of course, the low production costs, excluding rent and the induced 
internal transport developments once the export trade had begun, 
which made this trade possible even at high ocean freight costs. 

Freight rates appeared to have directly played a more decisive influ- 
ence upon the subsequent development of a new area. Most of the bulk 
commodities in ocean trade have been primary products in which land 
rent has been a significant cost (to the firm). In such cases transport 
costs and land rents have varied inversely (under ceterus paribus con- 
ditions). Therefore, when a new region has successfully initiated the 
development of an export commodity, and in consequence of external 
economies, improved turn-around time and better reorientation of inter- 
national shipping, the rate falls rapidly during this early period of 
expansion in the trade and then rents should rise. However, in the case 
of many empty lands of the nineteenth century there was free land 
available, or at most sold by the government at a fixed price. In conse- 
quence, this increased return accrued to the individual settler. The drop 
in transport costs resulted in a rise in the expected return on the export 
commodity. The consequence was to induce a rapid inflow of immi- 
gration and capital. Therefore the tendency for ocean freight rates to 
fall rapidly in the expansion of a new trade tended to promote rapid 
regional development.” 

A further general effect of freight rates upon the subsequent develop- 
ment of a region stemmed from the typically one-way bulk trade which 
characterized most international shipping. Since the backhaul typically 
had to be made in ballast, imports could be brought in at very cheap 
rates of freight. This tended to prevent the development of some kinds 
of locally oriented industry and made the region remain largely de- - 


22 The North Pacific trade began much earlier and rates in the 1870's were frequently in 
excess of 15 shillings per quarter on the long voyage around Cape Horn to Liverpool. 

23 It is in this context that the development of new wheat regions, such as Argentina and 
the Pacific Northwest, makes good “economic sense” even in the context of declining C.I.F. 
prices during the late nineteenth century. W. Malenbaum’s argument (The World Wheat Econ- 
omy, 1885-1939, Cambridge: Harvard University Press, 1953) that it was in effect an eco- 
nomically irrational movement does not take sufficient account of the decline in transport costs. 
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pendent on imports. In consequence, even residentiary-type industry 
has often developed slowly as the region has had a high propensity 
to import. 

The continuous expansion of the region as a result of the success of 
its export commodities leads to growth of population and income, and 
eventually the development of some more bulky backhaul freight 
(typically, products of iron and steel), and this has tended to reduce 
freight rates still further on the export commodity. 

A final word about a special backhaul which developed in the nine- 
teenth century, the immigrant trade. The rates on the major items in 
the North Atlantic trade of the first half of the nineteenth century, 
timber from British North America and cotton from the United States, 
were favorably affected by the backhaul of immigrants (as were rates 
on other routes throughout the nineteenth century where the immi- 
grant trade developed). In turn, the steerage passage fare showed a 
decline during the first part of the nineteenth century.”* How elastic 
the immigrant demand was to the price of steerage is somewhat con- 
jectural. Probably the relatively well-to-do German immigration was 
little affected, but there can be little doubt that the desperately poor 
Irish, whose passage fare frequently rested upon the accumulated sav- 
ings of an earlier emigrant to the United States,”” must have been rather 
responsive. 

When one focuses on freight rates and their immediate effect upon 
economic change, it is all too easy to lose sight of the larger context of 
which the costs of ocean transportation were only a part. The fall in 
freight rates, it is true, was essential to an international economy, but 
the fall itself was a result of the expansion of trade, the decline of mer- 
cantilist restrictions, and the revolution of technology of the past two 
centuries. Moreover, it is well at least to remind oneself of the dis- 
ruptive effect of the fall in rates upon peasant agriculture in Europe 
and in generally influencing the relocation of economic activity. It is 
to be hoped that the empirical findings of this study may make a 
contribution to explaining the interrelated development of the over-all 
international economy during the past two centuries. 


Douctass Nortx, University of Washington 


24 Steerage passage fares (excluding food) from Liverpool to New York varied from £ 4% 
to £7 in the early 1820's. They were £2'4 in 1851 and a little higher during the rest of the 
1850's (except 1854, when they were as high as £412). 

25 See the evidence on immigrants’ remittances in my study of “The United States Balance 
of Payments, 1790-1860" (24th Conference on Income and Wealth (forthcoming), Appendix 2. 
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TABLE I 


BRITISH IMPORT FREIGHT RATE INDEX, 1790-1815 (unweighted) 


Base 1796-1800 


Year Index 


1795 
1796 
1797 
1798 
1799 
1800 


1801 


1803 
1804 
1805 
1806 
1807 
1808 
1809 
1810 
1511 
1812 
1813 : 125 
1814 116 


1815 85 


Source: Douglass C. North, “The United States Balance of Payments, 1790-1860" (24th 
Conference on Income and Wealth (forthcoming), Appendix I, p. 22. 


8 Between the years 1808-13 freights rose to very high levels and trade was sporadic and inter- 
rupted. No really meaningful index for these years is possible and the figure of 125 is only a 
rough approximation based on very fragmentary rates that exist. If anything, the figures are 
too low (particularly for 1811). 
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TABLE 2 


AMERICAN EXPORT FREIGHT RATE INDEX, 1815-1910 


Base 1830 


Index Year 
1579 

1880 

1581 

1552 

1883 

1884 

885 

1556 

18387 

1858 

1559 

1890 

18gI 

1592 

1593 

1594 

1595 

1896 

1597 

1898 

1899 

1900 

IgoI 

1902 

1839 é 1903 
1540 : 1572 1904 
1841 187 7 1905 


1842 187 ) 1906 


1843 ) 187 1907 
187 


1844 6 f 1908 


1845 1877 3 1909 


1846 & 1878 3 1910 


Sources: Freight rate relatives of Bulk Commodities in Export weighted by decennial averages 
of quantities reduced to uniform unit of shipping tonnage by stowage factors. Years 1860-1900, 
on base 1860, appear in Matthew Simon, “Statistical Estimates of the Balance of International 
Payments and the International Capital Movements of the United States 1861-1900" (24th 
Conference on Income and Wealth (forthcoming), p. 26. 
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TABLE 3 


FREIGHT FACTORS IN THE LONDON GAZZETTE PRICE OF WHEAT 
PER QUARTER, 1814-1913 


(East Coast) South 
Baltic Black Sea American American Australian 
Factor Factor Factor Factor Factor 
13.0 
12.2 
9.2 
8.2 
7.2 
7.8 
8.0 
10.7 
12.9 
10.8 
10.8 
10.4 
9.0 
7.5 


8.0 
7.1 
9-4 
7.6 
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(East Coast) South 
Baltic Black Sea American American Australian 
Year Factor Factor Factor Factor Factor 
1857 6.5 13:7 6.2 
1858 5.9 15.2 9.0 
1859 9.2 14.6 8.5 
1860 6.8 15.0 10.9 
1861 6.0 14.5 13.2 
1862 6.5 13.7 11.4 
1863 9.0 15.5 10.5 
1864 7-7 17.9 7-4 
1865 6.6 17.2 ye 
1866 6.7 15.6 6.0 
1867 4-4 17.2 5-3 
1868 3.8 11.5 a2 
1869 5.2 16.6 9.1 
1870 9.6 17.3 
1871 5.7 15.1 
1872 4.9 12.8 
1873 5.5 13.0 
1874 4-9 12.4 
1875 5.5 13.0 
1876 6.5 14.7 
1877 $22 
1878 4.6 123 
1879 5.1 10.6 
1880 45 9.2 
1881 4.8 10.4 
1882 4-7 9.9 
1883 4-7 9.0 
1884 3.6 9.0 
1885 4.9 8.8 
1886 3.9 8.8 
1887 4-4 
1888 5.6 
1889 4.8 
1890 3.5 
1891 4.1 
1892 3.6 
1893 4.2 
1894 4.1 
1895 5.0 
1896 6.1 
1897 4.0 
1898 3.6 
1899 5.1 
1900 5.9 
1901 3:7 
1902 32 
1903 3-5 
1904 4.0 
1905 3.6 
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(East Coast) South 

Baltic Black Sea American American Australian 
Year Factor Factor Factor Factor Factor 
1906 8 7.6 ‘ 10.9 
1907 : 6.6 3. 10.9 
1908 : 5.0 3: 8. 
1909 4.6 3. 
1910 : 6.8 2: 
IgII 2 6.6 4.1 
1912 3. 11.2 6.9 
1913 3-5 7-4 3.5 


Sources: Rates of Freight on Wheat derive primarily from the Parliamentary Papers, New 
York Shipping and Commercial List, The London Shipping and Mercantile Gazzette, Angier, 
“so Years of Freights,” Fairplay, London, 1920, and the yearbooks of the New York Produce 
Exchange. The Annual Average Gazzette Price of Wheat was prepared by Parliament and pub- 


lished in the Parliamentary Papers, annually and in series. 





International Trade and Shipping 553 





TABLE 4 
TIMBER FREIGHTS, QUEBEC TO LONDON, 1810-1855 
Pound Sterling per Load of 50 Cubic Feet 
Year Rate 
1810 a 
1811 
1812 
1813 
1814 
1815 
1816 
1817 
1818 


1535 
1836 
1837 
1838 
1839 
1840 
1841 
1842 
1843 
1844 
1845 
1546 
1847 
1848 
1849 
1850 
1851 
1852 1.75 
1853 1.75 
1854 1.75 
1855 2.75 
Sources: Parliamentary Papers for years 1810-46; Thomas Tooke, History of Prices, V, 322, 
for years 1852-55. 
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CHART 1. 


RATIO SCALE 
UNWEIGHTED INDEX OF FREIGHT ON IMPORTS TO THE UNITED KINGDOM, 1790-1815 
Base 1796-1800 





Source: See appendix, 
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RATIO SCALE 
AMERICAN EXPORT FREIGHT RATE INDEX, 1815-1910. 
Base 1830, 


Source: See appendix, Table 2. 


























International Trade and Shipping 














FREIGHT FACTORS ON WHEAT SHIPPED 
FROM THE BLACK SEA, THE BALTIC, THE UNITED STATES, 
SOUTH AMERICA, AND AUSTRALIA TO THE UNITED KINGDOM, 
1814-1913. 


RATIO SCALE 


See appendix, Table 3. 
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The Suez Canal and World Shipping, 
1869-1914 


HE opening of the Suez Canal took place in a century crowded 

with revolutionary changes in the shipping world. In sharp con- 
trast to the slow pace of change and development in the preceding era, 
major changes occurred in almost every sector of the shipping industry 
in the nineteenth century. While many of the new departures can be 
explained, at least in part, by the application of the techniques of the 
Industrial Revolution to shipping, the opening of Suez went far to 
accelerate and give direction to these changes. The canal significantly 
altered shipbuilding techniques and practices and contributed to the 
precipitous decline in the importance of the sailing ship as a major 
world carrier. Suez helped to bring about the realignment and relative 
decline of the European entrepot trade. And the new channel led to 
significant shifts in the patterns of Eastern and Australasian trade. 


I 


By 1869 several major developments had already taken place in the 
merchant shipping field; others were well under way. In Great Britain 
—the world’s greatest shipper and shipbuilder—merchant marine de- 
velopments had been rapid. The British sailing fleet increased in ton- 
nage by 4o per cent from the middle of the century to 1869 and im- 
proved in quality as well. British shipbuilders not only challenged but 
overcame the position of international leadership that American ship- 
builders had achieved in the design of sailing vessels. 

Changes in that part of the British merchant fleet propelled by steam 
were even more profound than in the sailing fleet during the years 
immediately preceding the opening of the canal. Total net steamer 
tonnage on register increased by well over 400 per cent from 1850 to 
the end of 1869 (from 168,474 to 948,367 net tons). And in addition to 
the much greater tonnage, the best steamship of 1869 was a markedly 
superior vessel to the best of 1850, the screw propeller replacing the 
paddle wheel, iron plating being used instead of wood, and the com- 
pound engine replacing the single-cylinder engine. 

The compound engine was ultimately to have great influence in giv- 
ing the steamship a hold on the world’s ocean shipping trade. The 
single-cylinder engine had gone through a thorough process of im- 
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provement and by the mid-sixties had become a relatively efficient 
machine—reliable, easy to attend, and with durable parts. Its coal con- 
sumption had been reduced from 8 to 10!4 pounds per horsepower per 
hour in the thirties to under 4 pounds by the mid-sixties.’ But even this 
consumption was too great for the longer voyages to be remunerative 
on the basis of freight and passage money alone. In 1854-1856 John 
Elder began to install engines built on the compound principle in ves- 
sels constructed on the Clyde.’ His engines reduced fuel consumption 
to around 2 to 24 pounds of good coal per indicated horsepower per 
hour.* The compound engine was in use for a long time, however, with- 
out being fully appreciated. It was used mainly in the Pacific during 
its earliest period, where coal was dear and economy of fuel of great 
importance. Nearer to Great Britain it was not so highly esteemed, 
because fuel was plentiful and cheap. But by 1869 the compound system 
was well understood and when the Suez Canal opened the way to the 
East the compound engine came into its own. 

By 1869 the steamship had made serious inroads on the traffic of the 
sailing ship. Ocean passengers everywhere preferred the steamship to 
the sailing ship, and steamers carried the mails—with the benefit of 
handsome subsidies. The coastal trade had early been taken over, the 
Baltic and cross-channel trade heavily infringed on, and the Mediter- 
ranean fruit trade and Alexandria cotton trade were carried on almost 
exclusively by steamers.* The steamship had cut sharply into the North 
Atlantic carrying trade, leaving mainly the bulky, low-value goods for 
transport by sailing ship. Steamers were chartered, during the 1868- 
1869 season, to deliver Indian cotton round the Cape of Good Hope to 
Liverpool.® The daring shipowner Alfred Holt had even organized a 
steamship line to China by way of the Cape in 1865 and skimmed off 
the cream of that trade. 

Aside from an occasional visit by a tea or cotton steamer, though, or 
a Peninsular and Oriental mail boat out of Suez, the Far Eastern trade 


1 Parliamentary Papers, Report from the Select Committee on Steam Navigation to India, XIV 
(1834), 188, testimony of McGregor Laird, steamship-builder; Alfred Holt, “Review of the 
Progress of Steam Shipping during the Last Quarter of a Century,” Proceedings of the Institution 
of Civil Engineers, LI (1877-78), 2. 

2J. H. Clapham, An Economic History of Modern Britain (2d ed.; Cambridge: Cambridge 
University Press, 1952), II, 71. 

3 Holt, “Review of the Progress of Steam Shipping,” 7. 

4 Report of Glover Brothers (London) in “Commercial History and Review of 1865,” sup- 
plement to the Economist, XXIV (Mar. 10, 1866), 19. 

5 At £6 per ton, incidentally, double the usual freight for cotton. Times of India (Bombay), 
May 12, 1869. 
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remained exclusively the preserve of the sailing ship. And the Eastern 
seas provided a major source of employment for the sailing fleet: dur- 
ing 1868 over a million tons of sailing ships left ports of the United 
Kingdom destined for the Far East—a greater total tonnage than the 
sailing fleet that headed for the Atlantic ports of the United States and 
the British North American Provinces during the same year.® 

The sailing-ship owner engaged in trade with the Far East could 
view with equanimity the twenty steamships that headed for his trading 
area from ports in the United Kingdom in 1868. He was well aware 
that only a small proportion of the steamship fleet was equipped with 
compound engines, and that the single-cylinder marine engine was too 
heavy, occupied too much space, and consumed too much coal to carry 
freight profitably more than a few thousand miles. He knew, further, 
that with the whole continent of Africa to circumnavigate and with 
coal bunkering depots many thousands of miles apart, even ships with 
compound engines had to load their holds with so much coal that 
they were able to carry only a few hundred tons of cargo. For steamers 
to compete with advantage with sailing ships in the Eastern trade, 
therefore, it required greater fuel economy through the improvement 
of the marine engine and the establishment of a shorter route, served 
by conveniently located and efficient coaling stations. The compound 
engine, called into greater use by the opening of the Suez Canal, was 
to fulfill the first of these requirements; the Suez Canal satisfied the 
second. 

The inauguration of the Suez Canal on November 17, 1869 at one 
stroke opened the Eastern trade for exploitation by the steamship, but 
conferred no compensating advantage on the sailing ship. Almost 
without exception, the Suez Canal was an all-steamer route. Besides 
the prohibitive cost of being towed the hundred miles through the 
canal, the sailing ship was beset with difficulties in attempting to navi- 
gate the Red Sea. As if symbolic of the futility of sailing ships attempt- 
ing to use the new route, the first sailing vessel to pass through the 
canal, the French barque Noe/, was wrecked on the very evening it 
left the canal, just eighty-six miles south of Suez.’ Out of the 5,236 
ships passing through the canal during the period December 1, 1869, 
to April 1, 1875, there were but 238 sailing vessels.* 





6 Parliamentary Papers, Annual Statement of Trade and Navigation, LVIII (1868-69), 402-8, 
462-63. 

7 Shipping and Mercantile Gazette (London), Dec. 6, 1869. 

8 “The Suez Canal and its Relations to Commerce,” Banker’s Magazine, XXX (1875), 270. 
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The most obvious benefit conferred on steamships using the canal 
was the saving in distance. To reach Bombay from Liverpool required 
an 11,560-sea-mile trip round the Cape of Good Hope for a sailing 
ship; by substituting the canal route for the Cape, a steamship could 
save 5,777 of these nautical miles—almost exactly half. The saving in 
distance was less remarkable but still significant for the China traffic, 
from one fourth to one third, and of little consequence for the Liver- 
pool-Melbourne route. 

In addition to being far shorter, the Suez route had other important 
advantages for the steamship over the Cape route. On the Cape route 
coaling places were few and coal and facilities for coaling expensive. 
Along the canal route the steamer could secure coal at moderate rates 
at Gibraltar, Malta, and Port Said. The space saved by securing coal 
at more frequent intervals could be used to carry a larger amount of 
cargo. Also, in contrast to the voyage along the long, barren coasts of 
Africa, the steamship owner using the canal route had the opportunity 
of establishing depots and agencies, setting schedules capable of being 
carried out exactly, and picking up and discharging cargo en route. 

The success of the steamship on the new route depended ultimately, 
of course, on the availability of cargo. Because of the scarcity of suitable 
steamers there were few difficulties on this score at the time the canal 
was opened. Indeed, even the impending use of the canal by steamships 
had the effect of seriously depressing freights to the East Indies and 
China via the Cape. Sailing vessels on berth found it difficult to obtain 
cargoes, while screw steamers had no difficulty in securing cargo at 
premium rates. Merchants engaged in business with the East were 
more than willing to pay a freight bonus to secure steamer space, con- 
vinced that the saving of time compensated for the outlay. To assure 
passage of their goods via the canal they frequently engaged space in 
canal steamers even before the ships arrived on station.”® 

With such an insistent demand for steamer tonnage, it would have 
been unusual if there had not been frequent reports of “enterprising 
shipowners . . . combining together to substitute steam for sailing 
vessels.” '? Many new steamer lines were formed during the first years 
following the opening of the canal, and many an old-established com- 
pany shifted over from sail to steam. The change-over from sail to 


® Joseph D’Aguilar Samuda, “On the Influence of the Suez Canal on Ocean Navigation,” 
Transactions of the Institution of Naval Architects, X1 (1870), 1, 8. 

10 “Nautical Topics of the Day,” Nautical Magazine, XXXIX (1870), 223. 

11 Economist, XXVII (1869), 1158. 
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steam took some time, because many shipyards at the end: of 1869 were 
still equipped to construct only sailing vessels. But the extent of the 
shift in just a few years was remarkable. Whereas up until 1869 the 
annual steamship tonnage built in the United Kingdom had never 
exceeded the annual production of sailing tonnage, more than twice as 
many tons of steam shipping as sailing tonnage were built in 1870, 
and during only two years subsequent to the opening of the Suez Canal 
did the production of sailing tonnage in Britain ever exceed that of 
steam tonnage.” 

In addition to its magnitude, the steamship demand that arose with 
the opening of the Suez Canal was unusual for another reason: because 
coal jumped in price beyond Suez, the engines of ships placed on the 
run had to be economical in the use of fuel. This clearly called for the 
compound engine. During the first year after the canal was opened 
some shipowners pulled older steamers off other routes and sent them 
through the canal. The ships proved to be entirely unsuited to the trade 
and losses resulted.’* It was thea recognized that compound engines 
were a necessity; by the end of 1872 they were in exclusive demand.” 
The canal thus served to accelerate the technical perfection of the ma- 
rine engine. Had the compound engine not been available when the 
canal was opened—had the canal been completed ten years earlier, as 
de Lesseps had planned—scarcely one cargo-carrying steamer could 
have afforded to use the new route.”® 

The growing fleets of steamers inexorably cut into the traffic of the 
sailing ship. The statistics to tell the whole story are not available, but 
an item picked up here, another there, shed some light on the encroach- 
ment of the steamship on what had previously been sailing traffic. The 
highest class of cargo moving between England and India passed 
quickly to the steamship. Out of a total of 1.63 billion yards of cotton 
goods shipped to the East in 1870, over 57 per cent went by way of 
Egypt, and over 40 per cent of the cotton twist shipments went the 
same way.’* During the first four months of 1871, over go per cent of 
the unprinted calicoes and 77 per cent of the yarn imported into Cal- 





12 Based on data compiled from Parliamentary Papers, Statistical Abstract for the United 
Kingdom and Tables showing the Progress of Merchant Shipping in the United Kingdom, LXXI 
(1910). 

13 Mitchell's Maritime Register (London), XVI (1871), 17. 

14 Report of C. Moller (London) in “Commercial History and Review of 1872,” supplement 
to the Economist, XXXI (Mar. 15, 1873), 44. 

15 Samuda, “On the Influence of the Suez Canal,” Journal of the Society of Arts, XVII 
(1870), 505. 

16 Allen’s Indian Mail, XXIX (1871), 113. 
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cutta from England went through the Suez Canal.’ During the same 
period, 96 per cent of all plain cotton goods imported into Bombay 
went via Suez.’* For the homeward voyage, from Calcutta to Great 
Britain, the figures show the rapid garnering of cargo by the canal 
steamers: 10 percent in 1870, almost 20 per cent in 1871, 26 per cent in 
1872, 28 per cent in 1873, and over 37 per cent in 1874.’° As could be 
expected, the figures for 1874 show steamships carrying most of the 
high-value products: cotton (go per cent), cowhides (gg per cent), 
ginger (go per cent), indigo (go per cent), poppyseed (75 per cent), 
rapeseed (go per cent), tea (go per cent), and teelseed (100 per cent). 
But the striking thing is that steamers carried a substantial portion of 
the low-value, bulky commodities also: 20 per cent of the jute, 40 per 
cent of the jute cuttings, and one third of the rice.” 

The invasion of the China tea trade by the canal steamer was even 
more dramatic than the developments in the East Indies trade. Steamers 
had made sporadic trips to China to load tea as early as 1863,” but at 
the time the canal was opened the trade was still almost entirely in the 
hands of magnificent composite racing clippers. Year by year, as addi- 
tional steamships crowded into the trade, clipper-ship skippers found 
freight rates dropping ever lower, until they reached the point where 
profitable operation was impossible. By the end of the seventies the 
last of the clippers were driven from the China trade. 

The years 1870 and 1871 brought enormous returns for steamship 
owners having large, first-class steamers able to take the new route to 
the East via the Suez Canal. Their profits ran from 25 to 45 per cent per 
year.” With such profits, it is understandable that steamship building 
was stimulated to the greatest activity. Even before the end of 1871 the 
editor of Mitchell's Maritime Register estimated that £ 3.7 million had 
been laid out in vessels, engines, equipment, and stores for the Suez 
route.”® And the figures for later years show that 1870 and 1871 were 
less productive in steamship tonnage than the two years following. ‘The 
demands for capital were enormous, and could have been met in no 


17 Times of India (Bombay), June 7, 1871. 

18 Jbid. 

19 Published in “Produce Shipments from Calcutta to Great Britain,’ supplement to the 
British Trade Journal, XX1 (Aug. 1, 1883). 

20 Thid. 

21 R. J. Cornewall-Jones, The British Merchant Service (London, S. Low, Marston & Com- 
pany, 1898), p. 203. 

22 “Commercial History and Review of 1871,” supplement to the Economist, XXX (Mar. 16, 
1872), 29. The method of calculating these profit figures is not described in the article. 

23.XVI (Nov. 3, 1871), 1391. 
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country other than Great Britain. It was this abundance of capital and 
the availability of skilled manpower and advanced techniques that 
turned the Suez Canal into a boon for British shipping, instead of hav- 
ing it threaten British maritime supremacy, as had been predicted. 
The willingness and ability of British shippers and shipbuilders to make 
the transition from sail to steam, which the Suez Canal demanded, 
favored the continuation of British shipping supremacy. Britain’s rela- 
tive advantages in the building and operation of iron steamships were 
much greater than in sailing ships. Before the canal was opened the 
United States was still able to provide rigorous competition in the 
sailing-ship field. However, when the iron (or steel) steamship took 
the place of the sailing ship, British shipbuilders soon hopelessly out- 
distanced those of the United States. British iron manufacture and en- 
gineering were further developed than those of any other country, and 
the trades were conveniently located so that shipbuilders could take full 
advantage of them when induced to shift from building sailing vessels 
to steamships. Also, the abundant supplies of domestic coal gave British 
steamers an advantage over all others, both by providing a cheap source 
of fuel and by furnishing outbound cargo. 

The depression of the mid-seventies brought to a close the “crash” 
program of steamer exploitation of opportunities offered by the open- 
ing of the Suez Canal. After a brief breathing spell, steamship building 
recovered, the “mopping up” program began in the Eastern market, 
and the invasion of the Australian trade began in earnest. The rapid 
spurt in steamship building during the early seventies, however, had 
been sufficient to replace the sailing ship by the steamship as the prin- 
cipal British ocean cargo carrier. From 1869 to 1874 the British steamer 
fleet grew by tremendous leaps, while the sailing fleet steadily declined, 
except for one year. The total tonnage of Britain’s steam fleet did not 
surpass the tonnage of her sailing fleet until 1883, but because of the 
greater speed and regularity of the steamship, the two fleets cannot be 
compared on a ton-for-ton basis. There can be little doubt that the 1.9 
million steamer tons on register at the end of 1874 carried a greater 
amount of cargo than the 4.1 million sailing tons. The effective carry- 
ing power of steam at that time, using the conventional ratio of one 
steam ton as equal to three sailing tons,* was near 6 million tons, 
compared with just over 4 million for sail. 


24In 1882 Robert Giffen expressed his belief that the 3:1 ratio grossly underestimated the 
efficiency of steamers. He was convinced that if sailing ships had to do all the work of 
steamers, it would be found that the steamer’s efficiency would be nearer four to one. See his 
remarks on the paper presented by John Glover, “The Tonnage Statistics of the Decade 
1870-80,” Journal of the Statistical Society, XLV (1882), 37-58. 
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In view of the foregoing, the statement that “the cutting of the Suez 
Canal did not mark a turning-point in the life of sail” * seems wide 
of the mark. The canal gave a great impetus to the building of large, 
fast, economical steamships, thereby directly turning the steamship into 
a general cargo carrier in the important Eastern trade, indirectly in all 
other trades. Even if no Suez Canal had been built, the transition from 
sail to steam would eventually have come about; it had been clearly 
foreshadowed in 1865 when the original Holt liners made a nonstop run 
of 8,500 miles from Liverpool to Mauritius, with the benefit of the 
compound engine.”® But the impact of Suez made the transition from 
sail to steam sharp and decisive, and brought it about in the decade 
1870-1880. Down at least to the beginning of the first World War, 
sailing ships continued to carry much of the world’s bulky, low-cost 
goods, but after the mid-seventies few persons had the illusion that the 
sailing ship was more important in Britain’s world-carrying trade than 
the steamship—and British ships carried an overwhelming proportion 
of the world’s goods. 

By the early eighties, while the sailing ship might still carry part 
of the jute and rice from the East, its share of the over-all value of 
goods transported to and from that area was almost negligible. Its 
principal remaining value was to serve as a floating warehouse for part 
of the jute, rice, and a few other articles of comparatively low value 
and large bulk moving toward the European markets. 

The Australian trade was less quickly affected by the opening of the 
Suez Canal than were the India and China trades. Estimates published 
in the Board of Trade’s report of 1882 show 17 per cent of the imports 
into the United Kingdom from Australia coming through the canal 
during 1880, 1.5 per cent of the exports from the United Kingdom to 
Australia going out through the canal.” The distance saved through 
use of the canal in preference to the Cape is insignificant—less than 
one hundred sea miles. In view of this slight saving in mileage and the 
hurdle of Suez Canal tolls, it seems unusual to find that as much as one 
sixth of Britain’s imports from Australia was brought through the 
canal in 1880, and equally unusual to find the proportion growing 
rapidly thereafter. This peculiar circumstance is explained by the fact 
that the westerly trade winds and currents pushed the ships along on 





25 Gerald S. Graham, “The Ascendancy of the Sailing Ship, 1850-85,” Economic History 
Review, 2d ser., IX (Aug. 1956), 75, italics in the original. 

26 C. Ernest Fayle, 4 Short History of the World's Shipping Industry (London, G. Allen 
& Unwin Ltd., 1933), p. 241. 

27 Parliamentary Papers, Board of Trade, “Suez Canal (Trade from the East): Return... ,” 
LXIV (1883), p. 4. 
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the outbound voyage, but increased the time of the return voyage via 
the Cape by nine or ten days. During the late seventies, therefore, as 
the steamer lines stretched outward to Australia, steamships went to 
Australia via the Cape, returned through the canal. The advantages 
offered by the canal were sufficient to attract around one third of the 
Australian traffic by 1887."° 

The Suez Canal was thus instrumental in giving the steamship an 
initial entry into one of the last great strongholds of the sailing ship. 
But it required time and considerable improvements in the steamship 
to complete the job of ousting the sailing ship from the Australian 
trade. It was not until the mid-nineties that the sailing ship lost the bulk 
of the Australian wool trade, and even at the end of the century sailing 
ships still carried the main burden of the Australian wheat. 

The hopes of the Mediterranean nations that the opening of the Suez 
Canal would bring great prosperity to their maritime fleets at the 
expense of Great Britain were doomed to disappointment. The ad- 
vantage of being brought several thousand miles closer to the huge 
markets and supply sources of the East by the opening of the canal 
seemed to have only an illusory cash value for the shipowners of France, 
Italy, Russia, and Austria-Hungary. As far as shipping was concerned, 
their situation was aptly summed up by the Economist at the time the 





canal was opened: the canal had been “cut by French energy and 


Egyptian money for British advantage.” * 


French shipping lines and independent steamship owners, confident 
that their advantages were such that they could not fail to attract a 
large part of Britain’s Eastern shipping trade, put ships through the 
canal as soon as it was opened. In spite of the Franco-Prussian War the 
outlook was good for the French merchant fleet: during the first full 
year of the canal’s operation, almost one fifth of the ships making use 
of the channel were French. Ships flying the British flag made up over 
three fifths of the total tonnage during the same year, but it was 
expected that the gap would narrow. Instead of narrowing, however, 
the gap widened. British ships made up 80 per cent of the total gross 
tonnage in 1880, 76 per cent in 1890, while the French flag accounted 
for only 6 and 8 per cent, respectively, in the same years.*” French ship- 
builders and capitalists proved unable to maintain the pace set by their 


28 A. J. Sargent, Seaways of the Empire (London, A. & C. Black, Ltd., 1918), p. 52. 

29 XXVII (1869), 1367. 

30 Based on data compiled from the Supplement to Worms & Coy’s Suez Canal Weekly 
Shipping List (London, tg11). 
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British counterparts, and the saving in distance proved illusory. French 
shippers, unable to secure full cargoes for the East in France, were 
obliged either to go out in ballast or make the run up to Britain for an 
outward cargo of coal, salt, or railway iron. To make up for the extra 
expense of the outward voyage, higher rates of freight were necessary 
on the return voyage. So in spite of its greater proximity to the ports 
of the East, France was obliged to pay more in freight for its Eastern 
goods carried in French ships than did England for the same goods 
carried in British ships.”* 

The situation was little different for the other countries of the 
Mediterranean. Although liberally subsidized, the steamer lines of Italy, 
Austria-Hungary, Russia, and Spain were unable more than to hold 
their own against Great Britain in the over-all traffic of the Suez Canal. 
When the British share of the canal traffic began to decline toward the 
end of the century, it was not the countries of the Mediterranean that 
picked up the share of the traffic that Great Britain lost, as might have 
been expected. Instead, it was the increasing flow of German steamers 
through the canal that gained what Britain lost. The British flag ac- 
counted for 62 per cent of the total gross tonnage passing through the 
canal in 1910; the German flag for 16 per cent.** The traffic through 
the canal was a reasonably good criterion of the distribution of the 
world’s tonnage among various nationalities, and Germany’s increasing 
share of the canal traffic was an indication of her sudden arrival as a 
major maritime nation. 


I] 


The alteration in shipping routes brought about by the opening of 
Suez was intimately bound up with changes in an important segment 
of world commerce: the European entrepét trade. At the time the Suez 
Canal was opened Eastern goods made up an important part of this 
trade. The length of the voyage around the Cape of Good Hope and 
the uncertainty of supply had led to the development of a system of 
keeping large stocks of Indian and Chinese products on hand at one 
spot in Europe where the consumers of such commodities could quickly 
supply themselves with any article they required. By reason of 

31 See Parliamentary Papers, Trade of British India, 1874-75 to 1878-79, LXXI (1880), 
92 French shipping during the same year amounted to 5 per cent of the total, Dutch shipping 


5 per cent, and Austro-Hungarian 4 per cent. Based on data compiled from the Supplement 
to Worms & Coy’s Suez Canal Weekly Shipping List (London, 1911). 
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geographical position and commercial advantage that spot had long 
been London. 

With the opening of the Suez Canal, London’s ascendancy was 
placed in jeopardy. The voyage to the East was cut from months to 
weeks. Eastern products needed no longer to be piled up in London 
warehouses. European producers, with direct telegraphic communica- 
tion available to them, could safely bypass London and secure their 
commodity requirements directly from the Eastern supplier before 
anything less than minimum hand-to-mouth stocks could be used up. 
With ships plying from the East past their very doors there was no 
difficulty in securing delivery almost as rapidly as through London, and 
at lower cost. 

A study of the British trade statistics for the late nineteenth century 
shows that many of the Eastern goods that bulked large in Britain’s 
entrepot trade at the time the canal was opened either failed to show an 
expansion pattern parallel to that of over-all re-exports, or actually 
contracted. The Continental nations freed themselves from London by 
making their importations directly by way of the Suez Canal. 
Continental consumers of Indian raw cotton went to India directly for 
their cotton supplies. British indigo re-exports were following the same 
pattern, even before the trade was utterly destroyed by the German 
discovery of methods of producting a chemical dye to replace indigo. 
Raw silk presently began to bypass London completely and go directly 
from China to the Continental users. The same was true of Indian dry 
raw hides. Rice, Australasian raw wool, and Indian raw jute ship- 
ments resisted the trend for several years, because they continued, in 
large part, to be carried round the Cape by sailing ship. But as the 
sailing ships dropped out of the trade and these commodities moved 
into the canal, more and more shipments went directly to the Continent. 
Only in the re-export of tea, among the Eastern commodities of most 
importance at the time the canal was opened, did Britain retain firm 
command. 

But the statement that the “construction of the Suez Canal... 
caused the decline of the warehouse distribution system of England” ™ 
cannot be accepted without qualification. If the Suez Canal helped to 
drive away some of Britain’s old customers for Eastern goods, it also 
helped to attract new. After 1869 France, Belgium, and the Netherlands 
all failed to increase their purchases of the colonial and foreign produce 





33], A. Fairlie, “The Economic Effects of Ship Canals,” Annals of the American Academy, 
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Britain held for re-export. Germany increased her demands, but largely 
for the goods brought in from areas other than those east of Suez. But 
the re-exports of foreign and colonial merchandise from the United 
Kingdom to the United States grew by tenfold, from £3.1 million in 
1873 to £ 30.2 million in 1913.°* London was a convenient way station 
on the route from the East to the east coast of the Americas via Suez, 
and the United States had greater and greater recourse to the London 
markets, especially for raw rubber and tin. Both of these commodities 
came into importance only after the opening of Suez and were carried 
largely via the Suez route. 

The fact that Britain’s over-all entrepdt trade, including goods from 
areas other than the Orient, entered upon a period of relative stagnation 
during the last decades of the nineteenth century indicates that other 
forces than the opening of the Suez Canal were at work. Among these 
were the discrimination of British shipping rings against shipments to 
the home ports and in favor of Continental ports, in an effort to squeeze 
newly established foreign lines out of what had been regarded as 
British territory; the French sartaxe d’entrepét, which penalized French 
imports that went by way of England; the lag of British ports, especially 
London, behind Continental ports in the improvement and develop- 
ment of facilities; and the completion of the transcontinental telegraph 
and ocean cable system, which enabled manufacturers to contact sup- 
pliers directly. Most important, rapid economic growth in other 
countries changed the nature of their commodity demands. Previously 
they had wanted primarily small parcels of luxury goods for the 
wealthy. With industrialization and the rapid growth of wealth and 
population came a demand for shipload quantities of industrial raw 
materials and foodstuffs. Whereas formerly price increases to cover 
the cost of additional freight and handling by way of England had not 
been objectionable, those items of expense could less readily be tolerated 
when imports consisted mainly of relatively inexpensive raw materials 
and foodstuffs. Whenever the opportunity presented itself, therefore, 
the Continental nations were inclined to bring in their supplies directly 
from the country of production. 


Ill 


The opening of the Suez Canal was of momentous importance for 
“the brightest jewel in the British crown”: India. The canal, in bring- 


34 Parliamentary Papers, Statistical Abstract for the United Kingdom. 
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ing India nearly six thousand miles closer to western Europe, vitally 
altered the pattern of trade relations which had previously existed. 

The opening of the canal loosed first a trickle then a flood of steamers 
into Indian waters. Within a very short time the canal not only wiped 
out the differential between steamship and sailing ship freights but 
lowered the rates materially once the differential was removed. The 
drop in freight rates meant a diversion of cargo from the sailing ship to 
the steamship—first the manufactured, high-cost goods of Great Britain 
and the lighter, more expensive goods of India; then the bulky, low- 
cost goods from India. By 1883-1884 over 85 per cent of the total value 
of trade between the United Kingdom and India moved by way of the 
Suez Canal.* The ratio of the Indian trade of the other European 
countries carried through the canal in that year was even higher: 
France, over 88 per cent; Belgium, over 95 per cent; Italy, 98.5 per cent; 
and Austria-Hungary, 99.95 per cent.*® 

From the outset British ships carried the bulk of the Indian trade 
through the canal. Great Britain made no attempt to bar foreign ships 
from the Indian carrying trade; free trade principles were applied to 
shipping even more rigorously than to the foreign trade itself. Yet the 
ratio of the total British, British Indian (that is, ships owned by British 





citizens domiciled in India), and Indian native shipping to the total 
tonnage engaged in the foreign trade of India actually increased during 
the nineteenth century, from less than 82 per cent in 1864-1865 to 
almost 88 per cent in 1879-1880, and to over 85 per cent of a greatly 


increased tonnage in 1904-1905.*" 


The reason for the success of the British free-trade shipowner in the 
face of competition by liberally government-assisted foreign shipping 
is to be found largely in the excellence of the British merchant marine 
—ships and men—and the availability of ample outward cargo in 
British ports. The British shipowner operating between the United 
Kingdom and India had‘a nearly ideal trade route. The ideal route 
would have been one which consisted of two commodity streams of 
equal volume flowing in opposite directions. Such a route did not exist. 
But the route to and from India via the Suez Canal closely approached 
this ideal before the first World War. British ships could load partially 
with the manufactured goods and textiles demanded in such great 


35 Parliamentary Papers, Trade of British India, 1879-80 to 1883-84, LVIII (1884-85), vi. 

36 Jbid. On a tonnage instead of a value basis, of course, the percentages in all cases would 
be somewhat lower. 

37 Based on data compiled from Parliamentary Papers, Statistical Abstract for British India. 
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quantities in India, then take on coal or iron—but especially coal—to 
round out their outbound cargoes. Part of the coal was dropped off in 
the Mediterranean ports before the Suez Canal was reached, but 
sufficient was retained to give the British shipping entering the north 
end of the canal in 1912 an average load-index of .76.°° Return cargo 
from India was available in such abundance that the homeward index 
very nearly reached 100 per cent—.98.** When these load-indexes are 
compared with those for the British tonnage engaged in the Atlantic 
trade—.2 outward from Europe to the United States, .63 return in 
1912 *—it is easy to realize why India was well supplied with British 
tonnage. Indeed, British tonnage in the Indian foreign trade before the 
first World War was almost four times as great as the combined British 
tonnage operating between the United Kingdom and all the ports of 
Russia, around three times as large as the British tonnage plying 
between the United Kingdom and Italy, significantly larger than the 
British tonnage trading between the United Kingdom and either 
France or Germany, and about the same as that operating between the 
United Kingdom and the United States.** The direction of Indian 
exports might—and did—shift away from Great Britain, but it was 
still British ships that carried the goods to their new destinations. 
Only during the last decade before World War I did ships of non- 
British ownership—mainly German—begin to cut into the British near- 
monopoly of the Indian carrying trade. 

The British Indian shipping and the Indian native craft fared badly 
against the competition of the iron and steel steamships turned loose in 
Indian waters by the Suez Canal. Most of the Indian ships were wooden 
sailing vessels; by the beginning of the first World War they had been 
almost entirely driven from the seas. At that time the indigenous Indian 
shipping represented less than 1 per cent of the aggregate tonnage 
engaged in the interportal or coastal trade.” 

It was the same in shipbuilding. The Indian shipyards had an old 
and well-earned reputation. British shippers and the Royal Navy had 


38 A. J. Sargent, Seaways of the Empire (London, A. & C. Black, Ltd., 1918), p. 64. If every 
ton of utilizable capacity had been fully employed the load-index would have been 1.0 or 100 
per cent. Sargent assumed that a net register ton of shipping could carry two 40-cubic-tons of 
freight. If a 1,000-ton steamer had on board 2,000 measurement tons of freight, therefore, its 
load-index was 1.0. 

39 Ibid., p. 67. 

40 Ibid., pp. 92-93. 

41 See Parliamentary Papers, Annual Statement of the Navigation and Shipping of the United 
Kingdom for the Year 1913, LXXXII (1914), 30 ff. 

42 Radhakumud Mookerji, Indian Shipping (London, Longmans, Green and Co., 1912), p. 
255. t 
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long had a high regard for the teak-built ships of India. Prior to the 
opening of the Suez Canal the activities of the shipyards had been 
extended to include the building of wooden river steamboats, steam 
launches, and even an occasional large wooden steamship. When the 
canal was opened, it became simpler, more economical to build iron 
and steel steamships in Britain and sail the completed ships to India, 
rather than to carry the engines, iron and steel plates, and other 
components to India and assemble them there. Ultimately the Indian 
yards were reduced to building small sailing vessels for the Indian 
coasting trade and wooden steam launches for the rivers.** 

The opening of the Suez Canal cannot be credited with initiating a 
period of rapid growth in India’s over-all imports and exports—the 
foreign trade of India had been increasing at a sharp pace for several 
decades. In the absence of the Suez Canal, however, it is doubtful that 
the phenomenal growth of the Indian foreign trade would have 
continued. It required a much shorter trade route, lower freight rates, 
and the services of the tramp steamer to enable the bulky goods of 
India to move to Europe in ever-increasing quantities, and without the 
expansion of exports there could have been no corresponding expansion 
of imports. 

Aside from its rapid growth, perhaps the most striking development 
in the foreign trade of India during the last part of the nineteenth 
century was the general tendency for the Continent to gain at the 
expense of the United Kingdom in the receipt of Indian exports. The 
share of the United Kingdom in the export trade of India fell sharply, 
from over 54 per cent in 1868-1869 to less than 24 per cent in 
1913-1914." The Suez Canal played a major part in bringing about this 
realtive decline in Britain’s share of the Indian export trade. After the 
canal opened England was no longer the hub of the trade between 
India and the Continent, the doorway to the Continent for Eastern 
produce. England still continued to go to India for many of her own 
raw materials, but the other nations of Europe saw less necessity to 
continue to utilize the intermediary services of the English merchant 
in securing the goods of India. 

Aside from the loss of potential entrepét and transit commissions 
and fees, the failure of Great Britain to maintain her relative standing 





43 See ibid., p. 255, and Parliamentary Papers, Trade of British India, 1871-72 to 1875-76, 
LXXX (1877), Iviti-lix. 

44 Based on data compiled from Parliamentary Papers, Statistical Abstract for British India. 
During the same period Britain’s share of total Indian imports fell only from 70 to 65 per cent. 
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in the export trade of India was not a serious matter; indeed, the 
arrangements worked out suited Britain admirably. The products of 
India no longer came to London in such great quantities as formerly, 
but British ships still carried them to their new destinations. Also, 
likely as not, Britons in India continued to serve as middlemen, han- 
dling the increased flow of goods demanded on the Continent. And 
the fact that the increasing demands of the other nations of Europe led 
to vigorous development of the sources of raw materials and foodstuffs 
in India meant that Great Britain had a convenient source of supply 
in case her alternate, perhaps more desirable, sources failed her. 

Most important, India could not possibly have been such an excellent 
customer for British merchandise and manufactures had not the canal 
led to a great expansion of direct export from India to the Continental 
nations. The key to Britain’s whole balance of payments pattern in the 
decades just prior to the first World War lay in India, which financed 
more than two fifths of Britain’s total deficits.*” India could take great 
quantities of British manufactured goods and make large interest pay- 
ments and payments for the provision of shipping, banking, and other 
services, because the Suez Canal provided a means of disposing of ever 
larger amounts of raw materials and foodstuffs on the Continent. The 
rapidly industrializing nations of Continental Europe, on the other hand, 
could expand their purchases of the raw materials and foodstuffs of 
India because free-trade Britain was at the same time a major importer 
of their manufactured goods and the most important exporter to India. 
Thus India provided the most important market for the manufactured 
goods of England; Continental Europe furnished a market for the raw 
materials and foodstuffs of India; and Great Britain provided a market 
for the manufactures of the Continent: the triangle was joined.*® On 
this basis an earlier writer concluded that “without artificial incentive 

. the foreign trade of India has drifted into channels that best suit 
its own interests and those of Great Britain at the same time.” *’ He 
might have included the Continental European nations as well. 

By making it possible for them to secure ever more cheaply the 
massive quantities of raw materials and foodstuffs they required to 
supply their growing number of factories and feed their expanding 
populations, the opening of Suez contributed to the economic develop- 

45 See S. B. Saul, “Britain and World Trade, 1870-1914," Economic History Review, 2d ser., 
VII (1954-55), 61. 

46 Ibid., p. 51. 


47]. W. Root, The Trade Relations of the British Empire (2d ed., Liverpool, J. W. Root, 
1904), p. 148. 
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ment of the Continental European nations. But the industrialization of 
India apparently was not materially speeded up by this process. 
Although the cotton and jute mills of India slowly grew in number 
during this period, Indian imports in the official year 1913-1914 
consisted overwhelmingly of manufactured goods (79 per cent of total 
imports, compared with 76 per cent in 1869-1870) and her exports were 
made up mainly of foodstuffs and raw materials for the western world 
(77 per cent, compared with 83 per cent in 1869-1870—opium 
excluded).** 





IV 


To sum up, by throwing open the whole of the vast, lucrative trading 
area east of Suez to exploitation by efficient steamships, Suez hastened 
the replacement of sail by steam, not only in the Eastern trade alone, 
but indirectly in all other trades as well. The old single expansion 
marine engine was not efficient enough to allow steamers to chaHenge 
windjammers in the long trades. By presenting multiple opportunities 
for steamer exploitation—but only by vessels especially economical in 
operation—Suez forced a speed-up in steamship construction and the 
mass introduction of the compound engine, thereby reducing fuel 
consumption by nearly half and making it possible for steamships to 
challenge sailing ships as cargo carriers in the East and on almost any 
other of the world’s major shipping routes. | 

In the entrepot trade, by shunting directly to the Continent Eastern 
goods that formerly had cleared through England, Suez contributed 
to the decline of one major part of the British entrepdt trade. But the 
canal was only one of a number of concurrent influences bearing in 
this direction. Even in the absence of the new route, the rapid indus- 
trialization on the Continent, in particular, would have brought about 
changes in the methods of supplying Europe’s needed imports. And by 
making England a convenient way station and assembly point on the 
route from the East to the United States, the opening of the Suez Canal 
forced an expansion of the British re-export trade with the United 
States which went far to offset the tendency of importers to bypass the 
English entrepot markets. 

In the East, the opening of Suez helped to fashion the familiar 
late-nineteenth-century triangular trade pattern among the United 


48 Based on data compiled from Parliamentary Papers, Statistical Abstract for British India. 
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Kingdom, India, and the Continental nations. By dominating the 
trafic of Suez, Britain was able to monopolize the markets of India, 
thereby providing an all-important outlet for her goods in the face of 
declining markets in other areas and further increasing employment 
for her gigantic merchant fleet. The European nations could not have 
expanded their purchases of the heavy, bulky, low-cost industrial raw 
materials and foodstuffs of India if those products had had to bear the 
burden of the heavy freights entailed in carrying them round the Cape. 
And if the rapidly industrializing nations of Europe had not greatly 
increased their demands for the raw materials and foodstuffs of India, 
India in turn could not have stepped up her purchases of the textiles 
and manufactured goods of the United Kingdom. 


Max E. Fietcuer, University of Idaho 





Discussion 


J. H. DALES: North’s paper introduces us to a research project which 
despite its formidable costs in terms of time and effort will yet yield rich net 
returns. We can look forward to the day when we will no longer have to 
speak in vague (and evasive) terms of the decline, or the increase, in shipping 
rates, and instead will be able to say when, where, and by how much. The 
latter part of North’s paper opens up the question of how to interpret the 
trends that the data yield. In particular, what were the economic conse- 
quences of the century-long decline in rates after the Napoleonic Wars? 
In his opening sentences North quickly sketches out the accepted notion 
that the shrinking of space created the world economy of the nineteenth 
century. At the end of his paper he warns us against any such pat generaliza- 
tion, and with an admirable sense of perspective counsels us not to over- 
emphasize the importance of his chosen subject. 

North is undoubtedly right in his view that the cheapening of ocean 
transport increased the pace of development rather than created new 
developments. It was the railway that led to new empires in the nineteenth 
century; the improvement of sail and the rise of steam merely improved an 
existing transport system. How, precisely, was this improvement translated 
into economic development? North has identified some key parts of the 
mechanism; benefits were transferred to Europe through improved terms 
of trade, and to the new-material producing countries through increased 
rents, or profits. At several points, too, North points to the importance of 
unbalanced cargo and of backhaul commodities to rate movements. May I 
simply give it as my opinion that a careful analysis of unbalanced cargo 
situations, and of the measures taken to improve the balance, may be one of 
our chief aids in interpreting the data which will result from North’s 
research project? The powerful profit inducement to replace ballast with 
people or goods may be the central linkage connecting trends in shipping 
with trends in economic growth at both ends of the route. The path from 
unbalanced cargo to balanced cargo varied from route to route and from 
time to time. There will probably prove to be no royal road to understanding 
in North’s mass of data, but I feel sure that before he is through he will have 
found some short cuts for us. 

Fletcher’s careful paper is a valuable contribution to our understanding 
of Britain’s overseas trade between 1870 and 1914, a subject which has 
recently engaged the interest of several writers, including Graham, Pollard, 
and Saul. The paper may be viewed, perhaps, as a study of how a major 
geographical change affected world economic equilibrium. Suez destroyed 
whatever geographical justification there had been for Britain’s being the 
entrepot between the East and Europe. In the new ‘situation direct trade 
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between the East and Europe increased, that between America and the East 
declined, and Britain emerged as the entrepot between the East and America. 

Fletcher adduces much evidence to show that the opening of Suez greatly 
hastened the shift from sail to steam, while Graham had previously 
minimized the influence of Suez in this respect. The apparent disagreement 
is, I believe, mainly one of emphasis. Graham wished to emphasize the 
importance of technological improvement in the marine engine in the 
process, and also to record sail’s amazing tenacity on life in the latter part 
of the nineteenth century. Without denying either of these facts, Fletcher has 
shown how powerful a factor Suez was in hastening the rise of steam. 
We are now in a position to see how surprisingly smooth the transition from 
sail to steam was. We look in vain in North’s time series of shipping rates, for 
example, for any sharp or revolutionary break in trend. Which is not to say 
that either Suez or the compound engine was unimportant in the economic 
history of a very important period. 


J. R. T. HUGHES: I should like to make some general comments about 
these two papers and then deal with specific criticisms as the time allows. 

Fletcher’s paper illustrates the sound principle that “time is money.” He 
shows how the opening of the Suez Canal caused the time-saving char- 
acteristics of steam navigation (including the regularity of schedules) to be 
introduced into the oriental shipping routes. His arguments weaken to some 
extent the thesis recently advanced that the Suez Canal was not a critical 
turning point in the life of the sailing ship as a major commerce carrier." 
Fletcher also emphasizes the great stimulus given to steamer construction, 
and incidentally to the introduction of the compound engine in the steam- 
ship, by the opening of the Canal. 

These points well illustrate one of the singular facts about innovation and 
economic growth in the nineteenth century: cost-reducing innovation, by 
widening the profit possibilities under specific demand schedules derived 
from a general market demand schedule, provided incentives for further 
innovations to be adopted, even to the point of displacement of older 
techniques—a most unbalanced but effective way to achieve economic 
growth. Moreover, Fletcher is also able to show that in addition to carrying 
most of the high-value goods the steamers even succeeded, by the 1370's, in 
capturing a considerable part of the trade in the low-value bulky com- 
modities shipped in international trade. Fletcher’s figures on this point 
throw a powerful light upon the extent to which Britain’s new steam 
merchant fleet contributed to her over-all earnings on services in the later 
nineteenth century. 

North’s paper makes two strong contributions. First, we are indebted to 


1G. S. Graham, ‘‘The Ascendency of the Sailing Ship, 1850-85," Economic History Review, 
2d ser., IX (Aug. 1956), 74-88. 
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North for providing us with continuous annual series on ocean freight rates 
over this long period. By this single stroke North removes a serious obstacle 
to our full understanding of the role of shipping in the old multilateral trade 
and payments system, and of the tremendous economic growth generated 
by that system. Second, North’s paper pushes forward his own work on 
regional economic growth. In both cases we are provided with concrete 
information where we have prevously been limited to informed guessing. 

North’s paper shows that in the long period from 1815 to 1913 there was 
a secular decline in freight rates. From this information it is apparent that 
the major nineteenth-century innovations, the steamship, power-driven dock- 
ing equipment, the great canals, and so forth, were factors which helped to 
maintain a trend. It is also apparent that undue emphasis on any single 
one of these innovations as a prime cause of declining freight rates is unwise. 
We can now say with certainty in this regard that in roughly 1850-1873, 
during the “boom” period of Schumpeter’s “Bourgeois Kondratieff” cycle, 
the long-period decline in ocean freight rates was temporarily broken. It 
can be argued that it was during this period that the steamship was effectively 
“innovated.” So far as the price of steamer services is concerned, it is useful to 
know that generally it was in a relatively fully employed market that the 
costly engineering mistakes of the early steamers were worked off. After 
the freight market again experienced excess capacity the steamer remained, 
its cost advantages making possible the elimination of sail on many routes. 
North’s data here make it possible to see in full a remarkable case of 
“Schumpeterian” economic development. 

In his “Location Theory and Regional Economic Growth” * North earlier 
emphasized the role of the “export base” in regional development as depend- 
ing upon the availability of transport, and the growth of residentiary 
industry as being dependent upon, essentially, nonavailability in a given 
region of transportation for the goods and services of the residentiary 
industries. He now expands this analysis beyond national borders, showing 
the secular decline in transport costs as (1) a critical factor in the develop- 
ment of the late nineteenth-century wheat economy, and (2) the availability 
of cargo space on the back voyages as a detriment to growth of residentiary 
industries in the newly opened areas. This analysis would seem to complete 
North’s regional growth system. 

It is clear from these general comments that we have gained a significant 
body of new information from these two papers. Both papers of course 
include other important contributions. Both papers also raise interesting 
questions and are, in my opinion, open to some criticism on several counts. 
I will deal with some of these briefly. 

As North points out, the adoption of the steam engine in ocean shipping 
was only one of several innovations which had already tended to reduce 
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freight rates long before 1850. As noted earlier, in 1850-1870 the reduction 
in the secular decline of freight rates probably was a stimulus to the introduc- 
tion of the steamer. Taking this information into account, it seems to me 
that Fletcher pays too little attention to other factors that reduce freight 
rates and gives the steamship too much credit. North specifically denies that 
steamships can be singled out in this regard, and certainly the data for 
freight rates bear North out. 

It has recently been demonstrated * that even by 1860 Britain already had 
built an iron, screw-driven steamer fleet. Thus the boom in steamer con- 
struction after 1869 was not the development of a new technology but was 
simply full utilization of a technology that had already developed a long 
way. As early as 1844 the gross tonnage of iron steamships already exceeded 
wood in new construction, and from 1854 to 1860, when 60 per cent of the 
British steam fleet which existed before 1860 was built, 85 per cent was of 
iron and 70 per cent was screw-driven. Thus, it seems to me, Fletcher's 
account of the influence of Suez upon the change-over to iron-screw shipping 
is somewhat overdrawn. What Suez did was to bring to fruition a develop- 
ment that had already been decades in the making and had for fifteen 
years been rapidly moving toward completion. 

Fletcher’s arguments that India could not have been such a good market 
for British goods without Suez, or that the growth of Indian foreign trade 
could not have been maintained without the Suez, seem to me to be ques- 
tionable to some extent. India displaced the United States (temporarily) as 
early as 1858* as the largest single national market for British goods. The 
industrial countries would have needed Indian and Asian raw materials 
even without Suez. They would have had them (they always had), although 
with higher freight rates in their import prices, the terms of trade would 
not have moved quite so much in favor of manufacturing industry as they 
in fact did. 

Fletcher’s paper raises two further interesting points. First, just when 
before 1869, within what range of years, can it be said that the steamer made 
“serious inroads” into the market for sailing tonnage? This remains a 
critical question in the whole discussion about the introduction of steamers 
into ocean freight routes in the nineteenth century. Second, once the entrepét 
trade left London, who financed the carrying trade? Was it still done by 
London? If not, by whom? 

Generalization about freight rates and European agriculture in North’s 
paper tend to be on the risky side. Can it be shown that lower freight rates 

3]. R. T. Hughes and Stanley Reiter, “The First 1,945 British Steamships,” Journal of 
the American Statistical Association, LII] (June 1958), 360-81. 

4 Declared value of British exports to India in 1858 was £17.4 million, to the U. S., 
£15.8 million. Statistical Abstract for the United Kingdom. For a pre-Suez Canal discussion of 
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and not higher productivity in the new overseas agricultural areas caused 
agricultural prices in Europe to fall? Second, this clearly cannot be 
generalized with any confidence. Did the value of total European and 
British agricultural output decline, net, over the period covered by this 
paper or was there a shift from cereals to meat and dairy products in Britain? 
On the Continent of course even production of cereals continued to grow 
in the nineteenth and early twentieth centuries. There were periods of high 
prosperity in European agriculture when farming was an area of intensive 
investment, and the nineteenth century was, after all, the age of Liebig and 
“scientific” agriculture. 

I cannot agree with North’s statement that the demand for shipping is a 
demand schedule derived from the demand for bulky goods in international 
trade. It seems to me that demand for shipping in general is derived from the 
demand for all items transported on the seas, including men. The demand 
for specialized shipping is derived from the demand for products with 
specific properties, bulky and low value, solids or liquids, or small, light- 
weight, and high value. The rise of the steamship can hardly be attributed, 
for example, to its early efficiency in the transport of low-value bulky goods. 

While it is true that the relative inelasticity of supply of shipping causes 
high freight rates at the peak of booms in international trade, the coin has 
two sides: inelastic supply schedules also bring about disproportionately 
large reductions in freight rates when there is unemployed capacity. The 
need to get something to apply to fixed costs contributes to the notorious 
volatility of freight rates in depressed periods. Hence we would expect the 
price of shipping to fluctuate widely in most circumstances, certainly when 
there is some unemployed capacity, as well as in periods of “relatively full 
employment” as North argues. One result of this of course was the spectacular 
fluctuation in ship construction that was a characteristic of the nineteenth 
century. 

In the period 1873-1884 the sharp decline in freight rates noted by North 
could conceivably have been more directly due to steamers than is suggested 
in this paper. This resulted from the conquest of many of the short routes 
by steam, driving excess sailing tonnage into the longer routes, and thereby 
raising the supply of sailing tonnage there to the extent that sailing ships 
from the new steamer routes were substitutes for sailing tonnage elsewhere. 
This argument would be weakened by the indivisibility of the total supply of 
sailing tonnage due to engineering specialization. But to what extent was this 
still important in ocean-going sailing tonnage by the mid-, or later, nineteenth 
century? 

North’s statement that the effect of falling freight rates was to cause a 
redirection of productive resources in Europe and the United Kingdom 
away from food and raw materials production presumably means “than 
would otherwise have been the case.” The nineteenth century in Europe 
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would hardly be characterized as a period when there was a slackening of 
the exploitation of native raw materials, or, for that matter, in the raising of 
food. What is more likely is that European development of raw materials 
probably would have been slower without the complementary low-cost 
imported raw materials that made greater specialization possible. These 
low-cost raw materials were 6f course available because of technological 
change and, consequently, lower freight costs. 
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study of an “underdeveloped” American economy; for historians, an explora- 
tion of one of the most neglected phases of American history; and for students 
of religion, a comprehensive treatment of one of the few native American 
religious movements. $9.00 


NORWAY 
THE PLANNED REVIVAL 


By ALICE BOURNEUF. How closely has Norway’s program of economic 
planning matched the results? This important, detailed statistical and histori- 
cal analysis may serve as a useful pilot study for other countries engaged in 
economic planning. In addition, it throws considerable light on how future 
aid programs may best promote recovery or development. $5.00 


EXETER, 1540-1640 
THE GROWTH OF AN ENGLISH COUNTY TOWN 
By WALLACE MacCAFFREY. This study of life in a provincial capital is 


focused on Elizabethan-Tudor Exeter, its middle class and its civic administra- 
tion. Such major issues as the Reformation, the Spanish war and the monarchy 
are looked at from the point of view of the provincial merchants who subordi- 
nated or even pushed aside national concerns if they stood in the way of 
local interests. Special emphasis is placed on the self-sufficiency of the com- 
munity and the way in which tight control was maintained over every phase 
of civic life by a small interrelated group of merchant families. $5.50 


WATER RESOURCE DEVELOPMENT 
THE ECONOMICS OF PROJECT EVALUATION 


By OTTO ECKSTEIN. Designed to improve project evaluation standards, this 
is a critique of the procedures used by the federal government to justify and 
evaluase public works in the water resource field. The methods of measuring 
benefits and costs that have been devised for flood control, irrigation, navigation 
and electric power projects are examined; the major sources of bias are 
identified; and suggestions are made to improve evaluation practices. Charts 
and tables. $6. 


Through your bookseller, or from 


HARVARD UNIVERSITY PRESS 
79 Garden Street, Cambridge 38, Massachusetts 
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3 Texts from Prentice-Hall .. . 


THE FAR EAST, 3rd Edition 
By PAUL H. CLYDE, Duke University 


duving the past century by the dyoane and expanding cca 
t cen! dynamic expanding civiliza 

te ee both, Hunpein ead and American. In scope and 
panto nnd book’ is oh comprehensive and selective. Sincé the 
* Western im: was an astonishingly complex movement, this 


is an 

commercial, economic, social, and cultural. 
ee re astern scenes on which the Western 
movements "ie ys the disintegration of Eastern insti- 
- nad gee oe, Wonne influence, and tells how 
Geen Woda Maieeuecs the deat bc teenie are 
e s as a 

engulfed the narrative. : 


800 pp. Pub. 1958 Text price $7.95 


SELECTED READINGS IN ECONOMICS 
net C. LOWELL HARRISS, Columbia University 
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546 pp. Pub. 1958 Text price $3.95 


A HISTORY OF ECONOMIC THOUGHT, 


3rd Edition 
By ERIC ROLL, formerly University College, Hull, England 


To receive approval copies promptly, write: Box 903 


PRENTICE-HALL, inc. 
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